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Use “National” Low Cost Stickers to 
Cut Your Collection Costs 


These “‘polite reminders’ should have a place in your collection pro- 
gram. Worded so that even the most particular can take no offense. 
Often more effective than a personally written letter, at a fraction of 
the cost. (Printed in two tones of blue.) 


$220 per Thousand, postpaid 


Order from Your Credit Bureau 


NATIONAL RETAIL CREDIT ASSOCIATION 
1218 Olive St. St. Louis, Mo. 
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This publication carries authoritative notices and articles 
in regard to the activities of the National Retail Credit 
Association; in all other respects the Association cannot 
be responsible for the contents thereof or for the opinions 
of writers. 


CHANGE OF ADDRESS: A request for change of address 
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essential that you also send us your old one. Entered as second- 
class matter at the post office at St. Louis, Mo., under the Act 
of March 3, 1879. Published monthly. Subscription, $2.00. 
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Two Distinct 
Credit Courses 


Start Fall Classes Now! 


Recognizing the need for specialized credit 
training, the Educational Department of the 
National Retail Credit Association furnishes 
two separate, comprehensive study courses in 


Retail Credit: 


1. Retail Credit Practice and Procedure 


A series of fifteen lectures on the following 
subjects: 

No. 1—‘DEFINITION OF RETAIL CREDIT.” 

No. 2—“THE PLACE OF THE CREDIT DEPART 
MENT IN THE ORGANIZATION OF THE 
RETAIL STORE.” 

3—“THE STRUCTURE OF THE CREDIT DE- 
PARTMENT.” 

4—“ORIGINATING ACCOUNTS.” 

5—“DETERMINING RESPONSIBILITY OF AP 
PLICANT.” 

6—“ACCEPTANCE OF APPLICATION.” 

7—‘AUTHORIZATION.” 

8—‘COLLECTIONS.” 

. I—“INSTALLMENT BUSINESS.” 

Jo. 10O—“INSTALLMENT BUSINESS.” 

jo. 1I—“LEGAL REMEDIES.” 

jo. 12—“CORRESPON DENCE.” 

lo. 13—“CREDIT PROBLEMS.” 

fo. 14—“CREDIT PERSONNEL.” 

jo. 15—“SYNOPSIS.” 


2. Credit Department Salesmanship 
A series of twelve lectures on the following sub- 
jects: 
1. THE CREDIT MAN, SUPERSALESMAN. 
2. CREDIT SALESMANSHIP FUNDAMENTALS. 
3. SALESMANSHIP IN CREDIT INTERVIEWS. 
4. OFFICE CONFERENCES; ADJUSTMENTS. 
5. SELLING NEW CREDIT POLICIES’ TO THE 
PUBLIC. 
. COLLECTION SALESMANSHIP CONTACT. 
. COLLECTION SALESMANSHIP LETTERS. 
. EFFICIENT CREDIT SERVICE BUILDS SALES. 
. COOPERATION BETWEEN CREDIT AND SALES 
DEPARTMENTS. 
. THE METHODS OF NEW ACCOUNT PROMO- 
TION. 
. THE MODERN SCIENCE OF CUSTOMER CON 
TROL. 
. INSTALLMENT SALES PROMOTION. 


Your Bureau Manager 
has complete details - - ask him about it 


Educational Department 
National Retail Credit Association 


Executive Offices St. Louis, Missouri 
















Soliciting Charge Accounts During 
Depression 





of leading retail stores in all lines of mer- 

chandise have not lost sight of the fact that 
there are thousands of persons who are still en- 
titled to the privilege of a charge account and who 
are paying their bills promptly. 

These credit managers are persistently and sys- 
tematically soliciting new charge accounts and re- 
viving old ones, both by personal letter and ad- 
vertising. As a result, their sales volume is not 
showing the decrease of those who joined the 
panic and decided there were no desirable credit 
risks. 

They are doing their part in restoring confi- 
dence. They are building good will, which will 
bring multiplied returns when normal conditions 
are again the order of the day. They are attract- 
ing to their stores dependable customers who felt 
their trade was not appreciated by the “panicky” 
merchant who clamped the lid down on credit 
extension. 

This depression has been the first real test of 
the stability and necessity of consumer credit and 
it has proved our oft-repeated statement that con- 
sumer credit is now and always will be the most 
vital factor in retailing. In good times we must 
guard against over-extension and in poor times we 
must guard against extension to those not entitled 
to credit, at the same time encouraging those 
who can and will pay. The real credit executive 


can make his department profitable under all con- 
ditions. 


| IS worthy of note that the credit managers 























We will wager many banks who pursued an 
unreasonable and arbitrary policy regarding credit 
during the past two years will find many of their 
depositors have transferred their accounts to banks 
who were more liberal and the same line of rea- 
soning can be applied to the retail merchant. 

By using the service of the credit bureaus of 
the National Retail Credit Association, every mer- 
chant can get complete, up-to-date, dependable 
reports on his credit prospects and a solicitation of 
the business of those worthy of charge account 
privileges will bring increased sales volume. 















EDITORIAL COMMENT 


D. J. WOODLOCK 
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The Uptrend 
y ES, there are many signs of a business up- 


trend. But we retailers who make up the 

sales promotion and distributing department 
of the nation’s business know that permanent re- 
covery depends upon the ability of our people to 
buy. 

Ten millions of persons unemployed and mil- 
lions of others with drastic wage reductions con- 
stitute a terrific drag on buying power, which is 
of course the motivating force of all retail business. 

We again repeat what we have said in these 
columns many times: “The first requisite for 
permanent and stable prosperity is to provide work 
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for the unemployed and the maintenance of rea- # 
sonable wage scales.” A solution of the first prob- § V!°¥ 
lem will no doubt bring satisfactory adjustment § wor 
of the second. shot 
Stock market increases by manipulation will not C 
put people to work, but people at work produce § the 
that which increases stock values. A national, state § retu 
and civic program of needed construction—road §@ figu 
building, waterways development, railroad main- 
tenance, government, state and municipal build- 
ing—should provide a wonderful force to create § Gas 
new prosperity. Lub 
September brought a decidedly brighter picture At 
—more business and personal confidence and ere 
stabilized finance. Now let’s put on a work pro- Che 
gram and our troybles will be at an end. Bre 
Sto 
To Retailers Who Cancel Bureau he 
Membership 
W: WONDER just what retailers who a 
are cancelling their membership in their a 
local credit bureaus (giving the “de- 
pression” as an excuse) will do if these bureaus 
either go out of existence because of lack of sup- 
port or, when good times come, refuse to accept 
these “quitters” again as subscribers. : 
These merchants fail to appreciate that the 
credit bureau is the most important civic institution th 
in their community. It advised them during good 
times and enabled them to hold their losses to a és 
minimum. It is not only a civic and business 
duty to support it during lean times, because then 
is when it is needed most—it is just good business! li 
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The nominal cost of membership is not an ex- 
pense item. It is an imvestment which saves 
dollars to you and other merchants in your com- 
munity. To lose the credit bureau or have it 
handicapped by lack of financial support is as 
great a calamity as the depression itself. 

Any retailer who does a credit business or hopes 
to handle charge accounts when business is restored 
to normal, will, if he gives the question a 
moment’s serious thought, realize how inconsist- 
ent, narrow-minded and selfish he is to cancel 
bureau membership just when he and his com- 
munity need it most. Remember, $27,000,000 of 
merchandise was sold on credit by retailers last 
year and credit will continue to be the motivating 
force of the retail business. You need your bureau 
—your bureau needs you. 


New Tax Bill Fails to Produce Anticipated 


Income 


T MAY be a little early to judge the returns of 
| the new internal revenue taxes which were 

passed by the last session of Congress with a 
view of balancing the Federal budget, but it is 
worth noting that the August returns fell far 
short of the estimate. 

Collections for August were $24,954,000, while 
the Treasury Department estimated a monthly 
return of $51,083,000. Here are some of the 
figures: 

AUGUST 
COLLECTIONS 


Ne ci cates arkelate $8,945,000 
Lubricating Oil 

Automobiles and Trucks.... 

Electric Energy 

Admissions 


MONTHLY 

ESTIMATES 
$12,500,000 
2,750,000 
2,917,000 
3,250,000 
3,500,000 
6,500,000 
6,833,000 
1,667,000 
1,875,000 
9,291,000 


Brewers’ Wort, Malt, Etc... 
Stock Transfers 

Telephone and Telegraph. . 
Other Excises 


356,000 
2,022,000 
105,000 
6,080,000 


With collections of only 50 per cent of the 
anticipated revenue, it looks like we still have with 
us the problem of balancing the budget. 


Helping the Man in Debt 


HE Retail Credit Association of Memphis 
has started a very definite program for help- 
ing the man in debt. They have organized 
the Retail Adjustment Bureau, which will act as 
a clearing house for all debtors unable to meet 
their accounts. 
The debtor will make a statement to the Bureau 
listing his debts, income and necessary living ex- 
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penses. The Bureau officials, in a sympathetic 
way, will develop a plan for amortization, set up 
a budget for the debtor and apply all over neces- 
sary living expenses toward liquidating the obliga- 
tions by pooling the claims and prorating pay- 
ments until settled. 


The debtor will not be constantly harassed by 
a number of creditors, as he will owe but one ac- 
count. He will have no fear of collectors or 
garnishments, and as a result can give his best 
effort to “pulling himself out of the hole.” 


The service of the Bureau will not cost the 
debtor one cent. It is operated by the Retail 
Credit Association of Memphis as an aid to honest 
persons. 

Mr. M. G. Liberman, Secretary of the Asso- 
ciation, is in active charge. Mr. L. T. Ford, presi- 
dent of the Retail Credit Association, and Jos. 
M. Forbes, Credit Manager of the Forest Hill 
Dairy, sponsored the idea and are enthusiastic 
about its benefits. 

The Press-Scimitar and The Memphis Evening 
Appeal both commented editorially on the plan 
and hailed it as a civic betterment idea. 

The cartoon below is reproduced from the edi- 
torial page of the Press-Scimitar, October 10. 
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A Different Approach 
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Telautograph Switchboard at Credit Bureau of Greater New York 


Telautograph Service Now Used at Albany, N. Y. Bureau 


Other Bureaus Using Telautograph Service are: 


Merchants Service Bureau, Grand Rapids 
Credit Bureau of Dayton, Inc., Dayton 
Merchants Credit Association, Memphis 
Retail Merchants Association, Norfolk 
Merchants Credit Bureau, Detroit 

Credit Service Exchange, Atlanta 
Paterson Credit Bureau, Paterson 
Providence Credit Bureau, Providence 
Merchants Red Book Company, Dallas 
Merchants Credit Bureau, Inc., Boston 


Merchants Credit & Adjustment Company, Toledo 
Milwaukee Association of Commerce, Milwaukee 
Hartford Credit Rating Bureau, Inc., Hartford 

Mutual Credit Rating Exchange, Inc., St. Paul 

Retail Merchants Association, Fort Worth 

Merchants Credit Bureau, Inc., Kansas City 

Retail Merchants Credit Bureau, San Antonio 
National Retail Credit Assn., San Francisco 

Assd. Retail Credit Men & Credit Bureau, St. Louis 
Cincinnati Retail Merchants Credit Bureau, Cincinnati | 


137 Banks and Stores are Connected to These Bureaus by Telautographs! 


Will Your Bureau Come in Now? And for Fall Installation? 
Remember the Rental Per Day is Only About $1.00 Per Store! 


Send for Literature—Our Man—or Both. No Obligation—Ever! 


TELAUTOGRAPH CORPORATION 


FACTORY AND GENERAL OFFICES: 16 WEST SIXTY-FIRST STREET, NEW YORK, N. Y. 


We Have Forty-Five Branch Offices Serving Over 450 Cities in the United States 
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ul A Definite Policy 


for Credits and Collections 


By JUSTIN H. EDGERTON 


General Credit Manager, Hahn Department Stores, Inc., 


New York City 


An Address Before a Meeting of the Metropoli- 
tan Controllers, New York City, Sept. 21, 1932 


HAVE been asked to discuss credits and collections 

and make suggestions about policy due to the times. 

The subject is a very broad and important one, as 
you know, because never in the history of retailing have 
we been faced with as important problems as now, cover- 
ing: 

. Who shall have credit? 

2. What attitude should be taken about collections? 

3. How flexible can you make a policy in order to 
adhere to sound business practice but in no way destroy 
initiative or impair the intelligence of those who are re- 
sponsible for the operation of the job on the scene? 

Here let me inject that some of my soundest early train- 
ing was received under Al Miles, who was then con- 
troller of Best & Company. This was in 1920. 
Throughout a period of almost 12 years I have had 
little or no occasion to deviate from the early principles 
and fundamentals as explained to me by Mr. Miles. 


Our Credit and Collection Policy 


1. The liberal extension of credit to all responsible 
people based on current information. 


Where credit was established on known facts at that 
time, to check frequently in order to be familiar with the 
present status. 

2. To collect reasonably but systematically. 

I quote from some of our stores’ percentages, and you 
will pardon the reference to them, but as they are avail- 
able they will serve to illustrate: 


JUNE JULY AUGUST 
Store 52.2 50.8 51.4 
Store 48.0 47.8 46.3 
Store 62.8 56.0 56.4 
Store 45.9 46.6 42.3 
Store 41.9 40.9 41.9 


ALL HAHN STORES 1930 34.4 32.6 30.7 
1931 35.9 35.5 32.5 
1932 38.1 36.3 36.5 


3. To age accounts reasonably for the information of 
the executive heads of the stores so that we can intelli- 
gently follow the trends from facts in our central office. 

Like any inventory of affairs, we are able from month 
to month not only to follow specific stores’ activities but 
to judge from the consolidated agings just what progress 
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we are making. We lay particular stress,on accounts six 
months old and older. We ask our stores: 


(a) To study if payments are made in full. 


(b) To further study to see whether the credit status 
remains the same and the general conduct of the account 
continues satisfactorily. 


(c) To see what new accounts are coming into the 
six months’ classification during the current month. 


It seems to us good business to have the stores make 
up a list of large amounts for their own guidance and also 
to have available to assist our representatives in their 
analyses. 

4. Merchandise slow-moving accounts, because there 
is a tendency to take for granted that accounts in certain 
classes were born with those earmarks and will continue 
to follow that trend throughout the life of the account. 
Contrary to this view, intelligent and educational methods 
will produce in the mind of the customer when properly 
presented a sincere desire to co-operate with the store. 

Credit managers inform me that quite often em- 
barrassed customers will shop elsewhere because they have 
allowed their accounts to get behind, beyond good busi- 
ness. We feel that if customers respect the policy and 
character of the store in which they purchase they can 
also be approached to respect terms. 

5. We advocate an honest analysis of the bad debt loss 
content but do not attempt to use judgment for the in- 
dividual who is conducting the department. We further 
emphasize facing the facts. Liberal credit does not mean 
taking undue risk, and where credit managers find that 
their judgment has been wrong they should promptly face 
the condition, and if this is done on time it will prevent 
pyramiding of bad accounts. 

6. Our collection system merely asks for payment when 
due. It is simple, practical and economic. It was 
designed to handle volume, but has been made flexible 
enough to take care of a small number of accounts and 
also handle just as easily a store with 200,000 accounts. 


When properly systematized we find that aging of 
accounts is not difficult, and the aging analysis enables 
the executive to see at a glance how the store accounts 
are moving. We believe that slow accounts should be 
moved to some conclusion, but always tempered by cir- 
cumstances that justify it. 





Our credit managers must always take into considera- 
tion the human element and first of all consider that if 
the account was an asset at the start it is worth while 
preserving. ‘The customer is a friend and guest of the 
store, and when reduced to a number there is reason to 
believe that the store will lose its identity, and certainly 
we have been remiss in working with our credit repre- 
sentative along lines of good credit management. 

When it comes to valuation of accounts, it seems wise 
to place the proper value on them so that they will not 
accumulate in the following year. If afterward accounts 
are collected they can be credited to the reserve. It al- 
ways seemed sounder to follow this procedure than to 
delay matters and be too optimistically expectant of re- 
coveries. 


Credit Policy can be broken down into three classes: 


. (a) Liberal—If you are liberal in credit it follows 
that you must have a good collection follow-up. 

(b) Conservative—If your policy is a conservative one, 
you can be a little more lenient in collections. 

(c) Tight policy—If you are strict in credit granting, 
there is a likelihood that you will restrict credit buying. 
A happy medium is an intelligent liberality followed by 
a businesslike collection policy. 

Years of experience have taught me that a fairly liberal 
policy followed by good judgment in collections is the 
most productive in the long run. 


Constructive Suggestions: At times there seems to be 
a timidity to ask for money. That is a fallacy because 
when money is due no one can take exception if it is 
asked for in a dignified way and judgment is used as to 
type of letter and frequency of request for payment. 


Collection System 

We have available a collection system for all of our 
stores that makes no attempt at so-called standardization. 
The fundamentals are outlined, the mechanics proposed, 
the types of letters and frequency of writing are really 
a matter of judgment. 

If a store has a good system and is getting results we 
do not feel that we ought to tamper with it, because 
after all we are not concerned so much in exploiting our 
own art as we are in getting results. However, all 
retailers are interested in systems that have been success- 
ful elsewhere, and our aims have been to study various 
systems, draw the good and bad points from each and 
then send the outline for consideration. 


Economy Through All Non-Selling Departments 
Co-operating 

For years in retailing we have followed the expensive 
way of thinking of our departments as Accounts Re- 
ceivable, Auditing, Credit, Collections, etc. To achieve 
a result, very often decided economies can be effected by 
putting all of the non-selling departments to work on 
mass production of detail in order to quickly get the basis 
to work from. Controllers should emphasize to all peo- 


ple under their jurisdiction that they should be interested 
in the net result irrespective of who does the detail. 


Aging of Accounts 

To follow trends: When the aging is presented to 
the management of your store, and you as controller are 
supervising it, there is no better way to do it than from 
facts taken from your own records. 
If you had $25,000, 4 months old last 
year, and $35,000 this year, you have a definite problem 
in that section of your receivables. A controller has 
greater strength when he follows from facts, and it is 
our belief that the trend of the movement in your ac- 
counts receivable can be best followed from aging. 


Example: 


To Collect Slow Moving Accounts 


Aging enables your credit and collection manager to 
definitely see where his problem lies. It is possible by 
specifically working on accounts as shown by the aging 
to accomplish the desired results. 

It is practical, when you have a flexible card system, to 
segregate large amounts and slow moving accounts that 
are a definite problem. It is only by aging that you will 
know about this, and your credit and collection depart- 
ment will also know. 


Profit and Loss 

The Age to Consider: While we do not want to 
arbitrarily state, and have not stated any definite time 
when an account should be written off, we definitely 
believe that when an account is a year old and older 
that it is a prospect to be seriously considered as to value. 
Therefore it is well for the management, controller and 
credit and collection manager to carefully go over each 
account a year old and older, and use the same business 
judgment as if it were your own business. 

Guesswork in this action is costly because an account 
definitely bad at a year old and older most certainly will 
not improve greatly in percentage of value later on. Very 
often the controller and credit manager will conclude that 
accounts in the eaglier classification have not proved 
worthy to retain, and then again we get back to the judg- 
ment of the actual value of the account. 


Reserve for Losses 


The formula for all stores is not the same. The per- 
centage set up may be different due to the type of store 
and condition of accounts. The type of store covers the 
history of their methods, what clientele they appeal to, 
etc. Condition of accounts depends on whether they have 
been affected by industrial, agricultural or any condition 
that comes as a result of that store being dependent on 
some particular industry. 

But having decided what percentage you are going to 
set up it seems in these times a good idea to charge off 
at the end of each month. However, if it has been the 
custom to accumulate or charge off quarterly or semi- 
annually, we see no objection to that. 


(Continued on page 26.) 
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What Does the Customer Think of 
Your Credit and Collection Policies? 


By LUCY MARVIN ADAMS 


ISHING'to give you facts instead of theory 

I went out among my friends and asked a 

great many questions. I went among all kinds: 
Rich, poor, medium ones—those who can meet their 
obligations and won’t—those who can’t meet their obliga- 
tions and continue to make more—and those who would 
meet their obligations if they could. 

On the whole I found little antagonism, no malice, 
and rather a friendly feeling. Although they do a lot 
of fussing, I believe “their 
bark is worse than their 
bite.” 

But because there is a 
real problem here I hope 
I can bring you in these 
few answers some light to 
throw on the problem. 

No. l—is a_ business 
friend of mine, a woman 
who commands a splendid 
salary—$200.00 a month 
—and yet every month of 
her life she charges. for 
clothes alone, something 
around $100.00. Any per- 
son spending one-half of 
her income for clothes, 
leaving all other items to 
be met out of the remain- 
ing half, is headed for trouble. 


So of course these accounts are never met promptly, 
and sometimes not at all. Then she gets a letter, I have 
been with her when she got some. I asked her if she 
would explain to me her attitude at getting a letter which 
had to be written, and she said, “The stores are too much 
like a church bazaar—easy to get in and terribly hard 
to get out.” 

She stated further that her account was welcomed in 
no uncertain terms, and even after she was very slow 
about paying the account, even after she began to get 
letters from the Credit Department, she got more 
letters from the Sales Department urging her to come 
down and look over some special allotment; that every 
week she could list four or five telephone calls urging her 
to come down and buy/ 

Being a person who loves pretty things, the lure was 
all she needed. That is a weak excuse, of course, but 
that may throw a little light on one side of the question. 
Her idea was there should be a little more co-operation 
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Over the bridge table—What do they say about your collection 
methods? 


between the credit and other departments of the store— 
that she shouldn’t be urged by one side to come down and 
buy, and threatened by the other side with a lawsuit! 

No. 2—is a dribbler. She pays $5.00 at a time on a 
$200.00 account. She has plenty of money and could 
pay up without any trouble. I have seen her have $50.00 
in her pocketbook, all owed to one certain store, and yet 
she would go in, pay $5.00 on her account, and keep the 
other $45.00, not because she needed it, but wanted it 
in her pocketbook! 

Then she gets a letter, 
and is very indignant. I 
asked her to explain her 
attitude of indignation to 
me, and she said, “Yes, 
that is very easy. If once 
—just once—I could get 
a letter that was courte- 
ous, not too personal, a 
friendly letter, I would 
shock that store by going 
up and paying in full,” 
and continued by saying, 
“T wouldn’t even let my 
husband talk to me that 
way ’—and she wouldn’t! 
I know her, and I know 
her husband! She really 
was serious, that the tone 
of the letters, not the letters, was what annoyed her and 
made her feel that antagonism. 

No. 3— is a grey-haired, most dignified person, a friend 
of my mother’s. She had just had an experience—I heard 
her telling my mother something about it, so I went to 
her. She said she went into a certain store to open an 
account. First, though, she went in and made a pur- 
chase and then asked for credit. 


Though her credit standing is beyond any question, the 
sales person, of course, sent her up to the Credit De- 
partment. She said she was interviewed at the window 
by a very young and very pert girl who asked her all 
manner of questions. 


Not only did she object to being asked those questions 
by this particular person, but there were ten or twelve 
girls within earshot of her voice who were just as in- 
terested as the girl herself was. She didn’t open the ac- 
count. 

Her viewpoint was this: That, however right those 
questions might be, though she felt her credit standing 





could have been ascertained some other way, she would 
have appreciated it had she been invited into an office 
and there talked with someone with a little more tact 
about handling it than was shown by the person inter- 
viewing her. 





Number One “couldn’t resist the lure of nice things” 


No. 4—I didn’t have to go to see anybody—it hap 


/ 


pened to me! Over a period of twenty years of paying 


my bills promptly, by the tenth of the month, I had 
my first run-in! While I was away for the Christmas 
holidays someone charged a pair of shoes to my account 
at one of the stores. 

It happens I have never bought a pair of shoes there. 
I was out of the city a week. When the bill came I sent 
a check for the rest of it and wrote a letter explaining 
I didn’t make the purchase of the pair of shoes. After 
many conversations over the telephone, all of which took 
a great deal of time out of a busy day, I was given the 
name of the person who bought the shoes—a person I 
never heard of. I was sent an affidavit which I must sign 
in the presence of a notary. 

I signed it, but not in the presence of a notary, and 
returned it with a letter entirely friendly in which I 
said that being in a gymnasium suit several hours a day 
it would mean a rearranging of my schedule and going 
eight blocks to a notary and paying the notary some- 
thing, all in order that a mistake in which I was in no 
way responsible, might be adjusted; and, second, that if 
I would try to cheat them out of a pair of shoes, I would 
swear to a falsehood in the presence of a notary; and, 


third, it seemed to me my record in that store would 
be all that was necessary ; that, after twenty years of deal- 
ing with them and paying my bills always by the tenth of 
the month, “my word,” it would seem to me, would be 
sufficient. There was no antagonism there. I will still 
buy the things I need there, but— 

The only point I make about that is, I think some 
discrimination should be used. Don’t deal with an old 
tried and true customer as you would deal with one 
whose account is new or questionable. We, who are 
very zealous about those things, would appreciate being 
met in the same manner we have met you. 

Now, out of the few things I have said I would like 
to leave two suggestions with you: 

(1) That you be more strict about letting a person 
open an account. If you spend more energy in getting 
the correct information on the person, and get on your 
books only the persons who should be there, then you 
won’t have so much trouble collecting the accounts. 

(2) And I do think this might be of real value to you: 
Recently the stores in my city combined in a paid ad- 
vertisement in the daily papers in which they brought out 
the damage resulting from the custom that women have 
of taking out articles with apparently no idea of keep- 


ing them, keeping them a few hours, and then returning 


them. They made it clear that real damage resulted. 

I have never heard as many favorable comments as | 
did from these advertisements. I heard many people say 
they never had thought of it in that way before. 


Number Three resented being questioned in public “by a pert 
clerk” 


I think it wouldn’t be amiss if you used similar adver- 
tising to present your side of this credit question. Make 
it clear you are trying to protect your customers’ ac- 
counts just as a bank would protect you or them. Set 
forth your reasons for your rules and regulations. 
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Announcing — 


A New “Pay Promptly” 
Advertising Campaign 
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Reproduction above shows headline and illustration of an ad- 
vertisement planned to create a better understanding of the 
function and far-reaching effect of the retail credit bureau 


The new “Pay Promptly” Advertising urges prompt payment of accounts as a 
Campaign, now in the final stages of pro- means of improving business conditions, 
duction, will be ready for distribution by creates better understanding of ‘credit by 
November 1. explaining its functions and the necessity 
There are twelve ads in this series, each in of adherence to credit terms. 

two sizes—8 x 12 inches and 6 x 9 inches 
—making a total of twenty-four ads, 
enough for a twelve-month campaign if 
run twice a month. 





It covers every one of the perplexing prob- 
lems confronting credit granters today 
and, in addition, has several ads designed 
to stimulate charge account sales by an ex 
Planned to fit present-day conditions, it planation of the advantages of credit. 


Advance proofs will be ready soon 
Write now for complete details 


NATIONAL RETAIL CREDIT ASSOCIATION 


1218 Olive Street -O- St. Louis, Missouri 
L ee 
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It's a Credit Gamble! 


By HOKE WILKINSON 


Manager Merchants Credit Association, Columbus, Georgia 


RULY, it has been 
said that the problem 
discussed here has 
confronted every credit 
manager and credit bureau 
man since modern credit 
When- 


ever one merchant requests 


has been known. 


information from another 

about his credit experience with an applicant and ex- 
tends credit on the basis of that information—without 
getting the full history of how the applicant has paid 
other creditors—it is nothing more nor less than “a 
credit gamble.” 

No doubt we will always have with us certain mer- 
chants who will make a practice of securing credit in- 
formation direct from other merchants as long as there 
are merchants engaged in the extension of credit. Such 
practice, I am sure, will be carried on only by those who 
are not members of credit associations, and those who 
do not realize the value of a complete credit investiga- 
tion. Those making direct inquiries must realize that 
the merchant of whom they are requesting the informa- 
tion paid in order that.they may intelligently accept or 
reject the applicant. 

This subject develops two phases: (First) How to 
educate business men to understand the evils of such 
(Second) The cost of membership as con- 
trasted to the cost of making direct inquiries. 


a practice. 


Under the first heading may I include any merchant, 
member or non-member, in this discussion, who makes it 
a practice of calling direct for credit information? 

There are many types of direct inquiries; one type of 
direct inquiry is merchant to merchant in the same city; 
another is merchant to merchant operating in different 
cities; another by merchant to credit bureau in foreign 
cities; and still another, credit bureau to merchant in 
city where another bureau operates. 

The non-member, or the careless member, does not 
realize the danger involved in requesting information 
from another. In the first place, the making of direct 
inquiries often has surprising results. (The merchant to 
whom the applicant has applied for credit will call an- 
other merchant who has been offered as reference and 
someone at the other end of the line is likely to furnish 
a lot of misleading information, just from a perverted 
desire to see him lose too.) 

Should the merchant answering the inquiry give an un- 
favorable report he does so at his own risk. Often the 
applicant seeking credit is told, “so and so said you were 
no good.” That causes hard feelings and loss of customers. 
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As you know, an appli- 

cant seeking credit will 

rarely give the name of a 

firm with whom he has had 

unsatisfactory dealings. He 

will never refer the mer- 

chant to the house that 

“pulled his furniture,” nor 

to the automobile concern 

that repossessed his car, nor to the bank that returned 

his checks, nor to the merchant that has a large uncol- 
lected bill. 


The inquiring merchant gets little enough information 
—he may get misleading information. The merchant 
making the direct inquiry only boosts the game of the 
deadbeat and slow pay. ‘The merchant may expect all 
of these things and more when he makes a direct inquiry 
or answers one (and he is robbing the credit association 
of information which should be added to its file for future 
reference). 


I would ike to relate a personal experience dealing 
with the direct inquiry. Some time ago a large depart- 
ment store in a city of sixty thousand population, which, 
by the way, has a very efficient credit bureau, wrote a 
letter to one of our members asking his credit experience 
on a party who had moved to the other city. To show 
just how ineffective this method is I quote the information 
in the files of our credit bureau on the subject of inquiry 
at that time: 


Dept. Store Reference, sold Feb., 1929, highest credit 
$75.00 paid sixty days, owes nothing. 

Furniture Repossessed last bill six months ago. 

Very slow and unsatisfactory. 

Owes $50.00 Nov., 1930. 

cash. 

Owes $67.00. One year old. 

Sold for two years, highest credit 

$50.00. Left owing $32.00 long past 

due. 

Owes $47.50 long past due, trying to 

locate debtor. 


Shoe Company Require 


Ready-to-Wear 
Grocery 


Furniture 


Collection Department of Credit Association showed 
the following record: 


Collected account of $42.00 for Department Store. 

Collected account of $25.00 for Jewelry Store. 

Held note due personal friend for $300.00 unpaid. 

Held accounts due Furniture Store, $275.00 unpaid. 

Informants and past employer advised caution in the ex- 
tension of any amount of credit. 


This information was available to the inquiring mer- 
chant. Had he secured it he would have been protected 
against an undesirable credit risk. 
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Any merchant will find by experience that the charge 
made by the credit association, for a complete credit 
report, is an investment yielding the greatest returns. 

In modern business life, the credit granter has not 
the time to collect needed information on customers. 
Even though he did, the expense per name would be 
far greater than when such information is gathered by 
and distributed through a common source. 


The merchant from whom information is requested, 
knowing that it comes from a possible rival in business, 
is sometimes guilty of acts of omission and commission. 
The credit bureau is always impartial and reports facts 
as developed. 

Making direct inquiries has proved to be both dan- 
gerous and costly. We credit managers and credit bureau 
men can render no greater service than the education of 
business and professional men to the need of securing 
complete and accurate reports on each subject of inquiry, 
thereby protecting our own firms as well as inquiring 
merchants. 

To contrast the expense of the “direct inquiry” with 
a complete report is, in the very nature of things, largely 
a matter of imagination. Exact figures are not available, 
and yet multitudinous cases are on record in the files of 
every up-to-date credit association where, if the direct 
inquiry had been relied on, the loss sustained would have 
justified membership expense in a credit association for 
an almost indefinite period of time. 


After all, what a merchant desires, when he is in the 
act of extending credit, is information—information that 
will enable him to rake up his own mind—information 
that is an intelligent compilation of facts. Any concern 
that has won a place in the community for reliability 
and respectability, is one which has an efficient organiza- 
tion, and depends finally upon its own judgment as to 
the policies which shall govern its progress and to whom 
it will extend credit. 

Whether a man is a good risk or a bad one is not de- 
termined by whether, in an isolated case, he broke faith 
with a competitor but upon whether, the facts all in 
hand, his business character is such as to label him as 
a man who habitually and of principle pays his obliga- 
tions. Jt is not a question as to whether an individual 
or firm has found him good, but whether, in the judg- 
ment of the merchant extending the credit upon the basis 
of his business habits, he is good. 

It is not a question whether some one merchant has 
found him satisfactory, but whether, with all available 
information on the table, discerning the trend of the 
wind, the inquiring merchant shall, on his own intelligent 
judgment, find him a desirable customer. It is not a 
question as to whether you shall “OK” an applicant for 
credit, but whether you shall “OK” him after weighing 
the evidence. Therefore the imperative necessity for 
all the available facts in each case. 

Also, the character of this information, if it is to safely 
guide one in the extension of credit, must be depend- 
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We Recommend 


This Book! 


“Credit 


Department 
Salesmanship”’ 


By BARTLETT and REED 
Authors of 
“Retail Credit Practice” 


In this new book, these two recog- 
nized authorities tell how credit in- 
terviewing, granting or even refus- 
ing of credit, collection of debts, 
credit service, customer control, can 
all help to get more customers into 
the store to buy more goods. 


Complete, authoritative discussions of 
such important topics as: 


1. Use of selling psychology in 
credit work. 


2. Use of sales promotion to build 
up more charge accounts for the 
store. 


. Use of letters for both collection 
and sales building. 


. Use of the newest methods of 
handling the installment credit 
problem. 


These are but a few of the topics cov- 
ered with specific suggestions—“case- 
studies”—from successful experience. 


Designated as official textbook for 
the Advanced Credit Course. 


Price $3.50 


The most popular book we have ever sold! 
Order your copy now, for immediat: 
delivery, from 


National Retail Credit 


Association 
1218 Olive St. St. Louis, Mo. 














able. You can damn one person in a community on a 
certain type of information. Likewise you can find in- 
formation that will establish a good character for nearly 
any person in the neighborhood. 

However, if you are to appraise the character of a 
person, with any degree of certainty, you must have in- 
formation that is authentic and dependable. It will not 
be a question of how some person, seeing him at his best, 
regards him, but how he is “generally regarded in the 
community.” It is not a question of how Smith & Com- 
pany got on with him, but how all the Smiths got on 
with him. Otherwise, the information may amount to 
little more than gossip or hearsay at the best. 

I quote a recent article published by The United States 
Department of Commerce: ‘Thorough credit investiga- 
tions are absolutely necessary for sound credit extensions. 
The Credit Association is one of the most important 
agencies at the present time for assisting business firms 
in securing accurate information. ‘These organizations 
tend to keep credit on a sound basis, and their use is an 
indication of good credit practice.” 

To make available such dependable information for 
merchants who are trying to conduct their business on a 
sound basis in principle requires, of necessity, organiza- 
tion and a systematic method of gathering information. 
The genius of our present-day organized life is a con- 
clusive refutation of the undependable and unsatisfac- 
tory method of gathering information by one merchant 
from another direct. 

If we only had a few dozen people you might manage a 
democracy without government—organization—but since 
there are millions of people governments are needed. And 
since there can be no intelligent direct-dealing, govern- 
ments are divided into bureaus and departments. 

The principle of the direct inquiry would abolish the 
clearing house for the banks, the community chests for 
the communities, departments for churches. It would 
disintegrate our armies into mcbs and make every scientist 
an isolated and unrelated entity and set the whole world 
adrift. 

It would look with intolerance on the specialist in every 
department of life. The direct inquiry would prefer 
just a doctor and not a specialist; just a policeman and 
not a detective; just a soldier and not a West Pointer; 
just a mechanic and not an engineer ; just a school-teacher 
and not an educator. 

I would prefer the one credit man in a store who does 
nothing but walk the floor, look at men who want credit, 
studies human nature and who “takes a shot at him,” 
than to have the faults and frailties of the antiquated 
“direct inquiry.” 


The most abominable tendency of this age is to depend 
upon someone else to do our thinking for us. What we 
need is helpful agencies to aid us in gathering the facts 
pertaining to our particular line of work in life and then 
the individuality and initiative to take these facts and 
make up our own minds upon them. And this cannot 
be done without’some kind of organization. 
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The best type of organization so far conceived for 
the merchant, with a view of helping him in the trouble- 
some and uncertain matter of parting with his merchan- 
dise on credit, is the local credit bureau of the National 
Retail Credit Association. 
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Twenty Ways to Trace Skips 

(A Plan Used by Sanger Bros., Dallas, Tex.) 
Try all of the neighbors—not just one or two. 

. Try sending a telegram to the old address and fol- 
low it through. 

Go to the nearest doctors, dentists, drug stores, cob- 
blers, and grocers. 

. Try the gas and electric and also phone companies 
for the change of address and credit record and 
reference. 

See if the party belongs to a lodge or club or owns 
a car. 

Look through police records for driver’s license rec- 
ord and check up what information is thereon. 
Endeavor to locate record of other property owned in 
the city by investigating the public records; check 
all of the chattel mortgages recorded and look up 
other creditors. 

Find out all possible about the habits of any of the 
family. 

Inquire at the nearest school regarding the children, 
if any, and change of address. 

Look through the general index of Justice Court 
suits started and see the plaintiffs. 

. Get the old addresses from the old directories and 
ask questions in those vicinities. 

See the local postman in the vicinity. 

See if you can find what trucking company moved 
the party and check with them. 

See where the man worked and check their records. 
Check transportation companies, if necessary, by let- 
ter. 

. Check moving records at police headquarters. 

Look up their church and inquire about them. 
Sometimes an express package under a different name 
will bring the new address. You can send it C.O.D. 
and enclose a receipt for the bill, if it is a small one. 

. A great deal can be done by phone, calling neigh- 
bors and stores, by looking up their names in the 
back of the directory by street numbers in the vi- 
cinity. 

20. Thoroughness and persistence will accomplish won- 
ders in tracing, but one must jot down all informa- 
tion secured for future consideration. 











POSITION WANTED 


As Credit and / or Collection Manager. Either 
wholesale, retail or credit bureau. Employed as Sec- 
retary-Manager of Credit Bureau since 1926. Mem- 
ber of the bar and actively engaged in the practice 
of law. Age 36, married. References. Box 101. 
Credit World. 
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Credit and Collection Procedure 
for Apartment House Rentals 


By HYMAN R. MANDEL 


Treasurer, Chelsea Management Corporation, 


New York City 


HIS company managing many large apartment 

buildings in New York City, has developed a uni- 

form procedure for rental credits and collections 
which has worked very satisfactorily. The company’s 
buildings, despite the present situation, are 90 per cent 
rented. 


We do not follow the procedure described here in all 





APPLICATION TO LEASE 
No. 4727 


CHELSEA MANAGEMENT CORPORATION 


Building 

Term: From 

Rental: $ per month 
Possession: 


NOTE. Apartments are rented with equipment standard for this building Additional work 
of equapment must be paid for by tenant and covered in special work order. 

Door beds (mattresses not included) 

REMARKS: 


Name: (Mr. Mrs. Miss.) 
Res. Add Tel 
Bus. Add. . Tel. 

, own 8) 
Firm: ‘mployed by O 
A fliation: Apt. to be occupied by: 

REFERENCES 

NOTE: This application is accepted subject to owner's approval. If declined deposit will be 
refunded. 


Term yrs. 


Financial Ref. (Bank) 

Address: 

Checking account in name of: 

Deposit $ Cash ( 1, Check ¢ ) 

Balance due on signing lease ‘ 

NOTE: Applicant agrees to execute the Landlord's standard form of lease of apartment and 
return it to the owners with the balance due within five (5) days of receipt of same. Otherwise the 
owners may rerent the apartment and retain the deposit as liquidated damages. Owners reserve 
tight to refuse possession of the above premises until formal leases signed by owners and tenant 
have been exchanged. 

Broker Apt. Inspected. 


NOTE: The owners will not be bound by agreements or promises made by representanves unless mennoned 
in this agreement 











APPLICANT 


Renting Agent 
THIS SPACE FOR OFFICE RECORD 


Depone Received check O 
Amount § coh © 





Application Approved 




















RECEIPT FOR DEPOSIT 


“(Not vabd unlem ngned by Rene ng Manager) 


) Check ( ) as deposit on rental of Apartment 
Street, subject to conditions and agreements in the 
ding to this number 





CHELSEA MANAGEMENT CORPORATION 
Renting Manager 


_ lover] _ 
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cases. As a matter of fact, in the last six months, we 
have treated collections as more and more of an in- 
dividual problem. The procedure described here is a 


general one which is varied as circumstances demand. 





Chelsea Corners 
Otter 


w severe AVENUE 
Mew York Cory 





has given us your name es a reference in connection 


with the leasing of an apartment 


Will you kindly give us what information you can 


concerning the applicant 
Be assured it will be treated confidenually 


Thank You 


Cheisea Management ( orporation 











Our credit application (at left) is in reality a lease 
application. This is made up in duplicate one copy 
of which is retained at the home office and one copy is 
The field office copy 
does not include the deposit receipt tab at ‘the bottom. 


kept on file at the renting office. 


The company’s credit investigation is very thorough, 
demanding besides the names of the present and previous 
landlord three references, social, business, and financial, 
as well as a credit report from the Credit Bureau of 
Greater New York. 

The credit inquiry letter (see above) is a four-page 
form letter, approximately 544 x 6% inches, used in 
making inquiries as to the credit standing of the pros- 
pective tenant. The upper right corner of the first page 
is cut away, the suggestion being made that the reply be 
written on the inside pages. 

Some time ago the company issued an instruction 
manual, developed by me, for the use of building superin- 
The section of 
this dealing with collections is quoted as follows: 


tendents and renting office managers. 





Collection Manual 


1. Rent bills must be delivered early on the morning 
of the Ist with tenant’s mail. 

2. If mailed to other address bill must be released to 
arrive on the morning of the Ist. 

3. A list of delinquents is prepared in triplicate at the 
close of business on the 11th of each month, and Letter 
No. 1 is sent to each name appearing on this list. 

4. One copy is sent to the manager’s office, one copy 
to the home office, and the last copy is retained by the 
auditor. 

5. If an extension is requested by a tenant, a definite 
payment date must be obtained, but no extension is to be 
granted beyond the close of business on the 25th of the 
current month. 

6. Of these, accounts which have not promised pay- 
ment on a certain date, and all those who have promised 
payment on or before the 18th and who have not paid 
at the close of business on the 18th of the month, a list 
is to be prepared in triplicate. This list will also con- 
tain the names of those who promised payment on a 
definite date between the 11th and 18th of the current 
month. The list is to be distributed as in paragraph 4. 
A personal visit should be made to each delinquent, and 
if not at home, Letter No. 2 is to be released, except to 
those who have promised payment between the 18th and 
25th of the month. 

7. To all tenants who have not paid their accounts 
at the close of business on the 25th, the following pro- 
cedure should be followed: 

(a) Prepare a list of delinquents and distribute as in para- 
graph 4. 

(b) Visit the tenant personally or call on the telephone either 
at home or at business and demand that rent be paid immedi- 
ately. The request must be firm but courteous. 

(c)No extension whatever is to be granted without consult- 
ing a manzger who may extend payment date to the 30th of 
the current month. 

(d) If unable to reach delinquent either personally or by 
phone release Letter No. 3. 

(e) If extension is not granted by the manager release Let- 
ter No. 3. 

(f) Where an extension is granted Letter No. 3 should be 
withheld and released only if payment is not made on date 
promised. 

(g) The final payment date for Letter No. 3 can be changed 
if necessary when releasing to delinquents under paragraph 7 
(f). 


8. All accounts which have not been paid at the close 
of business on the 30th of the month must be turned 
over to our attorney for collection except those on which 
circumstances warrant withholding action. 
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9. A departure may be made where certain conditions 
warrant it. Reasonable care must be exercised to avoid 
offending penthouse tenants or other tenants where cir- 
cumstances are such that payments are delayed. How.- 
ever, no departure from methods stated above should be 
made unless approval is obtained from either a manager 
or the main office. 


The following are the collection letter forms men- 
tioned in the manual: 


LETTER NO. 1 
Your rent for the current month as disclosed by our records 
has not been received. 
A prompt remittance is respectfully requested. 
CHELSEA MANAGEMENT CORPORATION. 


LETTER NO. 2 
We regret the necessity of again calling attention to your 
account. 
It is now requested that the unpaid balance be paid immedi- 
ately. 
LETTER NO. 3 
We have extended every opportunity to you to pay the bal- 
ance due us. 
We now regret to inform you that unless payment is received 
in full before the close of business on the (30th) of this month, 
your account will be placed in the hands of our attorney. 





TELL 
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|| YOU ARE AUTHORIZED TO DELIVER KEYS TO MY foum) | 





’ 
1 APARTMENT ONLY TO PERSONS WHOSE SIGNATURES » 
|| APPEAR BELOW. POSSESSION OF THE APARTMENT INDI. * 

’ 





|| CATED ABOVE WAS TAKEN BY ME (US) ON 





| NUM@ER OF KEYS. KEY NO 
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Chelsea Management Corporation 


Tenants History Card—Form 1 





Tenants History Card—Form 2 


The Tenants History Card is made out in duplicate. 
The left end 
of the sheet (not shown) has holes in it for a loose-leaf 
file book. 

Form 2 of the Tenants History Card is attached to 
Form | by a perforated line. When detached this form 
goes to the renting office in the building. It is the same 


Form | is retained’‘in the central office. 


as Form 1, except it has space for information about keys 
in place of the payments. 
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Clemans Now Credit Counselor 

Harry G. Clemans, for years Credit Manager of the 
Golden Rule in St. Paul, has resigned and opened an 
office in the First National Bank Building, St. Paul. 
He will do a general practice of law, specializing as a 
credit counselor and in collection service. 

His years of experience in credit granting and leader- 
ship in credit association activities give him an exceptional 
background for his new enterprise. 


The CREDIT WORLD 





“Say It With a 
Credit Report’ 


By E. J. MacEWAN 


Manager, Morris County Credit Bureau, Morristown, N. J. 


GOOD customer of a near-by banking institu- 

tion walked into that institution not long ago, 

presented a note to the cashier and asked that it 
be discounted. 

“Jim,” said the cashier, “I’d like to discount this note, 
but as a matter of fact, yesterday I happened to have my 
attention called to your line of credit as represented by 
your indirect liabilities and I find that we are carrying 
your customers’ paper now in a pretty large amount. 
The thing, however, that particularly caught my atten- 
tion was the fact that one out of every five notes you 
accept and discount, is eventually charged back to you 
the first time the note becomes due. 


“A further analysis of the notes you are accepting in 
payment for merchandise you have sold, discloses that 
fully as many of these notes in town and in this imme- 
diate vicinity are charged back to your account, as are 
charged back in the territory outside, which you cover. 
I note also that your accounts receivables are increasing, 
which apparently represents in some measure the notes 
which are charged back and which you then transfer from 
notes receivables to accounts receivables. 

“Perhaps you haven’t realized, Jim, that credit infor- 
mation is necessary to the proper conduct of any busi- 
ness. You are perfectly good individually for several 
times the amount of your indirect liabilities with us and 
that is the reason why we have unquestionably discounted 
any and all paper with a very few exceptions that you 
have brought to us. 

“However, in order to retain our customers we must, 
from time to time, increase our services or add new 
services, and we have decided on a plan to help you and 
many of our other customers doing a large volume of 
business and accepting notes in payment. We believe 
that an account, in ninety-nine out of a hundred cases, 
is an expense to you and not an asset, as soon as the first 
note is protested or charged to your account. 


“Our proposition is this: In the future, when you 
come in with a note to be discounted, we must ask that 
that note be accompanied by a credit report from a 
bona fide credit bureau. If you don’t happen to belong 
to a credit bureau and want us to get a credit report 
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for you through our connection, we will be glad to do 
so but we will charge the cost of the report to you. 

“We are convinced that this credit report will in the 
long run save you several times the cost of the report. 
It will keep your notes receivable account in a compara- 
tively liquid condition and won’t cause you the embar- 
rassment that has been caused you several times when 
we have had to charge a note back to your account when 
you are planning to use the money for some other well- 
needed purpose. 

“In other words, we are going to insist that you be- 
come a better business man because we feel your patron- 
age is much too valuable with our bank to take any 
chances in losing you through bad business methods that 
we are able to help you correct.” 

Fortunately, Jim thought well of the idea and two 
days later returned to the bank to get the answer as in- 
dicated by the credit report which the bank had drawn 
for Jim through the local credit bureau. The cashier 
handed Jim the report. 

“Read it, Jim, and you tell me if you want the bank 
to discount this note.” 

After a few minutes careful study, Jim handed the 
credit report back to the cashier and said very simply, 
“T’ll take the note.” 

This is a concrete example of scores of cases that are 
daily passing through the banks in this vicinity. The 
bank where this particular example occurred decided that 
the plan was worth trying on the accounts which are 
discounting paper close to the borderline of the limit. 

It worked so well that eventually they extended the 
operations to their best customers as well as to those who 
are not quite so solid. 

It is not uncommon for us, almost every day, to have 
a member of our credit bureau call us and say, “I want 
to get a report on John Doe because the ———— Bank 
asked me for it.”” One of our members told us not long 
ago that his bank, which has only been using this method 
for about three months, had already saved him several 
hundred dollars as well as a good many headaches by 
this policy. 

A banker likes the idea because it eliminates one of 

(Continued on page 32.) 





The “Good Will” Department! 


By O. L. PARR 


General Manager, The John Bressmer Co., Springfield, Ill. 


N BUILDING any kind of a business, you must cre- 
ate good will. We call our Credit Department the 
Good Will Department. 
authorizing further credit—in writing collection letters, 


In opening accounts—in 


we always have this in mind. 


The successful credit manager must be a man of more 
than average intelligence for this position is of the 
greatest importance and the value of his work to the 
organization is unlimited. His qualities include those 
of diplomacy, patience and perseverance, coupled with 
broad experience along many lines and the trained ability 


which can come only as a result of long practice. 


He must be a diplomat, a salesman and a lawyer. He 
should be a man of imagination, of vision and of sym- 
pathy. Most of our customers (until the last two years) 
have paid us very promptly. Our collection percentage 
has always been good—and in another year we expect it 
to come back as before. 

We attribute a great deal of this to the proper open- 
ing of the account—the fact that we very seldom extend 
credit until we have had our report from the credit 
bureau and then too, we are at all times trying to 
educate our customers to always pay promptly. Regard- 
less of all this, it is almost inconceivable that so useful 
a thing as credit should be so abused by many customers. 
We find our worst offenders to be some of the wealthy, 
who could pay at any time—also some professional men 
do not think it important to pay promptly. 

Credit today is a vital factor in retail transactions. We 
try to extend credit in a safe and scientific manner and 
our Credit Department holds an important position in the 
business affairs of the store. 

We try to promote business by authorizing every 
credit sale that is consistent with sound credit principles ; 
to conserve capital by declining to sanction unsafe credit 
risks; to recognize that accident, prolonged illness, or 
other unavoidable circumstances justify exceptional treat- 
ment; to adjust bills cheerfully, rather than grudgingly. 
To be tactful in all dealings with a customer; in fact to 
carry on our credit work in such a manner as to promote 
the good will of the store’s customers. 

We try to impress upon our customers that the value 
of an account is not so much the amount purchased as 
the promptness with which it is met—that paying 
promptly is one of the essentials of good citizenship and 
every person in our Credit Department is trained to 
think—feel and live as “prompt pay.” 


We could not keep house without our Credit Bureau. 


We never extend credit without getting a report from 
the bureau. I think we have the most efficient bureau 
in the state—and I know the most accommodating. Our 
secretary, Mr. Gaudlitz, and his helpers are the most 
obliging people to do business with—in fact they treat 
the retailers as we treat our customers. They are build- 
ing good will—and are convincing the merchants that 
they deserve their support. 

They are working on a big scale and giving a million- 
dollar service and their returns should be great as they 
are making an honest effort to give the members what 
they want. They have a powerful organization and are 
selling it by constantly proving its worth. 

In conclusion, let me tell you regardless of what you 
hear about misusing credit, that /iberal credit is what 
has kept us prosperous for many years and that credit 


based on character usually proves sound. 


« « « 


Credit Women of Spokane Repre- 


sented in Annual “Jamboree” 
Parade 


Miss Laura M. Bremer, Secretary of the Spokane 
Credit Women’s Breakfast Club, sends us the photo- 
graph reproduced below with the following comments: 

“With the help of the Spokane Retail Credit Asso- 
ciation toward the expenses, we were able to enter a 
float in the ‘Jamboree’ Parade, September 10. 

“We tried to make it as nearly like the calendar as 
possible. The parade being at night, we used amber 
flood lights, which made it very beautiful.” 
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Important Figures from the 
Retail Credit Survey 


The figures for the Department of Com- 
merce Credit Survey covering January to June 
have just been released and contain items of 
interest to every credit manager and merchant. 


Sales in the 405 key establishments—99 De- 
partment Stores, 65 Furniture Stores, 40 Jewelry 
Stores, 62 Men’s Clothing Stores, 41 Shoe 
Stores, 82 Women’s Wear and 16 Electrical 
Supplies, located in 25 cities, showed a decline 
of 23.7%, comparing the first six months of 
1932 with same period in 1931. 


* * * ** 


Average length of time outstanding open ac- 
counts increased from 75 to 80 days and install- 
ment accounts from 6 months, 15 days, to 7 
months, 3 days. 

* * * & 


Bad debt losses on open accounts increased 
from 0.8% to 1.2%; on installment accounts 
from 1.9% to 3.2%. 


* * * # 


Cash Sales increased from 45.3% to 47.5%. 


Open Credit Sales decreased from 45% to 
43.4%. 

Installment Sales decreased from 9.7% to 
9.1%. 

“5 * * & * 


Electrical appliance stores with 74.7% of 
sales on installment led all other lines in per- 
centage of installment business. 

Furniture stores, taking into consideration 
both open and installment credit, did the largest 
proportion of business on credit, 90.4%. 


* * * * 


Collection percentages are very interesting: 
Open account average for all stores was 37.3%, 
compared with 40.1% last year; Installment ac- 
counts 14.1% compared with 15.4%. 


* * + 


Bad debt losses by store classification: 


1932 1931 
Department Store 1.2 
Furniture 0.: 
Jewelry 1. 
Men’s Clothing 1. 
Shoes 0. 
Women’s Specialty 0. 
Electrical Appliances 1. 


A forty-two-page pamphlet issued by the De- 
partment of Commerce gives the figures of the 
survey in detail. Copies may be had by writ- 
ing the Superintendent of Documents, Wash- 
ington, and enclosing five cents. Ask for 
Domestic Commerce Series 72. 
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San Francisco—Oakland Bureau 
Handles Over 700,000 


Inquiries a Year 


Under the guidance of Mr. S. E. Shermantine, who is 
manager of the San Francisco-Oakland Bureau, this im- 
portant branch of the California organization consists of 
approximately 1,000 members, and ranks high among the 
country’s leaders in total membership. 


S. E. Shermantine, Manager, 
has distinguished himself by 
his untiring efforts in the 
upbuilding of the National 
as well as his local associa- 
tion. 


The Oakland Bureau was organized in 1917. Mr. 
Shermantine took charge in 1919, and continued in that 
capacity until January 1, 1930, when he was appointed 
manager of the San Francisco Bureau, thus occupying the 
unique position as manager of two well-established bu- 
reaus. The San Francisco Bureau was organized more 
than twenty-five years ago by William Loewi, and is one 
of the oldest organizations in the United States. 

The San Francisco Bureau of the National Retail 
Credit Association answered 459,000 inquiries for credit 
ratings in 1931, while the Oakland Bureau handled ap- 
proximately 250,000 credit inquiries. In 1920, approxi- 
mately 75,000 inquiries came into the San Francisco 
establishment, while 35,000 were received at the Oak- 
land office. 

It is interesting to note that the San Francisco office 
represents probably the smallest area in the United States. 
San Francisco is but forty-two square miles in area, mak- 
ing it the smallest of any metropolitan community in the 
country. 

Yet when combined with the Oakland territory, the 
joint offices handled more than 700,000 credit inquiries 
during the past year. The combined offices have on file 
the credit records of 1,000,000 persons in the Bay Area, 
consisting of what is virtually the general buying public 
of this region. 

San Francisco, with a buying power per capita equal 
to that of any other urban center in the country, accord- 
ing to figures from the United States Bureau of Census, 
takes its place among the country’s leading metropolitan 
centers. And California’s leaders in retail credit have 
been prodigal with their dynamic energies, contributing 
largely toward the development of the aggressive spirit 
manifested in California generally. 

The men closely associated with the credit movement 
in California have been instrumental in maintaining the 
credit levels of former years, an achievement worthy of 
consideration. 





A Time-Saving Idea— 
Addressographed Name Slips 


By WALLACE C. STIONEMAN 


Collection Manager, O'Connor, Moffatt & Company, 
(Editor ‘Credit Echoes”), San Francisco, Calif. 


HAT do you consider the greatest labor-saving 

or expense-reducing feature of your credit 

office?” the visitor asked the credit manager 
of a large store. 

Without hesitation the credit manager replied: 
“Naturally all large stores have posting machines, proper 
authorizing equipment and other mechanical devices 
which reduce operation costs.” Opening a ledger and 
pointing to a monthly statement which had the customer’s 
name addressographed at the top of the bill and also at 
the top of the marginal strip, he continued, “I think this 
idea is our greatest labor-saving feature, the idea of 
having our addressograph department use the ‘duplicator’ 
on the machine and print the customer’s name and ad- 
dress on the top of the margin which is torn off or cut 
off before statements are mailed.” 

The visitor was very much interested and during the 
conversation the credit manager explained how these 
marginal strips are used and their value. 


Close—Reopen—Correct— Change 

Few credit managers, collection managers or principal 
assistants have time to write out names and addresses 
in long hand. And many clerks who are obliged to 
transcribe such long-hand notes have difficulty reading 
the names and addresses correctly. In the final analysis, 
it usually means a trip to the ledger to get the correct 
name, with corresponding loss of time. 

To give a concrete example, Mrs. A. C. Wood phones 
the credit manager about her account. Being a good 
credit manager, he wants to find out whether she merely 
received a No. 1 form letter or whether her account is 
with the Retailers Credit Association for collection. So 
he buzzes the buzzer and asks a clerk to bring him the 
ledger. 

Everything is all right and he has a nice talk with 
Mrs. W. and arranges for payment. Before hanging 
up Mrs. W. gives him her new address. The busy credit 
manager jots it down on the margin of her statement 
while his other phone is ringing. 

By this time the biller is hanging in the offing as she 
wants to bill the ledger, or perhaps the adjustment clerk 
has an impatient customer at her window and must have 
the ledger at once. Under ordinary circumstances the 
credit manager would have to give a number of verbal 


instructions that might not be carried out or might be 
forgotten. 

With the customer’s name printed on the margin of 
the statement all he has to do is to tear off this small 
piece at the top of the strip and tell someone to take the 
book away. The small piece of paper about two inches 
square carries the customer’s correct name and address 
and this is given to a clerk who makes the change of 
address and has no excuse for making errors while 
doing so. 

Customers call attention to errors in the spelling of 
their names or in the initials. Again the name is torn 
off, an erroneous initial encircled, and the correct one 
printed with the simple notation, “Correct.” These cor- 
rections are placed in the basket for the addressograph de- 
partment. 


Important collection assistants are often chief au- 
thorizers of referred charges in many stores, it being as- 
sumed that they are good judges as to whether accounts 
are to be closed, re-opened or restricted as to further 
charges. It takes but a moment to inspect the account, 
consider the amount of the charge and give the decision. 


However, the account may be getting to the point where 
it is advisable to completely control all charges. There- 
fore, instead of issuing verbal instructions to the clerk, 
he merely tears off the top corner of the strip and writes, 
“XX-OL,” which means “closed, over the limit.” Some 
clerk far less busy than he, and whose time is of far less 
value to the store, then makes out the closing notice, in- 
serts the original in the ledger and tubes the carbon copies 
to the “cash well” in order that all future charges, re- 
gardless of the amount will be referred to the credit 
office. 

Likewise, many charges on closed accounts are referred 
to the credit manager or to very busy assistants. An 
inspection of the account shows that the overdue balance 
is now fully paid and the account should be re-opened. 
Again the name is torn from the margin, the notation 
made, “Re-open for F,” and a clerk completes the work. 

The logic of this entire procedure is based on the ad- 
mitted fact that ordinary clerks do not have telephones 
ringing, customers waiting for an interview, or they are 
not in the midst of dictating important letters as are 
credit managers and principal assistants. Anyone who 
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has work that moves with the speed of an express train 
should be free from all ordinary clerical duties. 

These names taken from statements solve the problem 
in making it unnecessary to write out long notes or to 
give verbal instructions that are often not carried out. 
Neatly tearing the names from the corner of the state- 
ments does not in any way mar the bills as seven-eighths 
of the strip is left intact so the posting machine will hold 
the statement and the billing for the balance of the month 
continues as usual, 


Collection Work 

By far the greatest value of the strips and the greatest 
saving of time is in collection work. After bills are 
mailed each month, many stores have a force of clerks 
page through all accounts and make out individual state- 
ments, or list all those showing an over-due balance. 
Other stores 
may lay aside all bills showing an unpaid previous balance 


These accounts are “placed in collection.” 


and then have stenographers type the names and addresses 
on statements or lists. 

This method might necessitate a delay of two or three 
days in mailing out those particular statements and would 
be a serious matter when considering that probably one- 
third of the total number of statements would be held 
with a resulting loss in cash receipts in not getting bills 
to customers promptly on the last day or the first day of 
each month. 

A store that used the above first-mentioned method of 
placing accounts in collection several years ago had the 
billing machine operators do this work. It required eight 
operators four days each at the beginning of each month 
to complete the listing, during which time all billing was 
suspended. ‘This meant thirty-two days for one person 
and the expense can easily be figured. 

However, it was found that ten days after the listing, 
the lists were over 50 per cent “lost motion,” and after 
fifteen days the lists were so obsolete they were of no 
value. Typing is expensive work and when it is 50 per 
cent useless, it is doubly expensive. 

So-called delinquent lists may be all right for the man- 
agement to look at and lay aside but few realize what 
they cost as it usually means going over the same ground 
twice. Instead of having ordinary clerks go through the 
ledgers looking for past due accounts, it is far better to 
devise an inexpensive method of getting unpaid accounts 
“in collection” and then have intelligent collection clerks 
inspect those accounts and specify a form letter. 

This brings us to the method by which these marginal 
strips carrying customers’ full names and addresses are 
used in collection work. 

After statements are pulled from the ledgers and be- 
fore they are mailed each month they are looked over 
rapidly by collection clerks. Accounts showing an un- 
paid previous balance are merely laid aside and those 
Strips are saved when cut from the statements. Thus 
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with very little work and practically no expense what- 
ever the collection department has the name and address 
of every customer whose account is not fully paid at the 
time statements are mailed each month. Naturally these 
individual strips in collection work are far more flexible 
and satisfactory than endeavoring to work from a type- 
written list. : 

In order to avoid duplication, the statements of all ac- 
counts in collection are stamped on the margin with a 
small rubber stamp, in the course of collection work. 
When statements are then looked over at the close of the 
month, any statement carrying this stamp on the margin 
is not laid aside as those accounts are already in collection. 

When collection work starts about the fifth or sixth of 
each month these strips are inserted in the ledgers to- 
gether with any other collection correspondence. As 
previously remarked, it has been found that over 50 per 
cent of these new strips go into the wastebasket im- 
mediately as cash receipts from the closing date of the 
previous month up to the fourth or fifth of the present 
month have resulted in those accounts being either paid 
in full or in excellent condition. 

Names and addresses printed on the margin of the 
statements will be found to have many other uses almost 
too numerous to mention. However, we believe we have 
given here just a few of those uses which result in a great 
saving of time and expense in the credit department. 








“Only $3 for all this?” 


You'll be surprised, too, when you see how 
much luxury and convenience you can en- 
joy at the Hotel Lexington for as little as 
$3 a day. 

And here’s another fact that’ll make your 
expense account beam with gratitude— it 
costs only $1 a day more for two persons at 
the Lexington. A room which is $3 for one, 
for instance, is only $4 for two persons. 


HOTEL LEXINGTON 


In Grand Central Zone, Lexington Ave. at 48th Street 


NEW YORK CITY 
CHARLES E. ROCHESTER, General Manager 











The Public Accountant's View 
of Retail Credit Practices 


By E. W. GOTTENSTRATER 


Southern Manager, Touche, Niven & Company, 
Atlanta, Ga. 


WANT to go on record immediately, that this article 

does not necessarily express the views of the account- 

ing profession, but only includes my own observa- 
tions and reactions to the credit man, his position, and 
credits. 

As you all know, the business of the world is based on 
credit, and it has been estimated that 95 per cent of 
all business transactions are on this basis. Credits in the 
last two or three decades have assumed a very prom- 
inent place in the business world. A comparison in the 
advance of the position of the credit man, with that of 
credits, shows that the credit man has not assumed his 
proper place in the business world. 

If we stop to visualize the extent of credit in all of 
its ramifications, it becomes a gigantic subject and a full 
understanding can only be gained through many years ot 
intense study and practice. As you are interested mainly 
in the passing of credit, for purchases at retail, my re- 
marks will be confined to this part of credits. 


The Credit Man and His Position 

Seemingly, a first-class credit man must have a knowl- 
edge of law, accounting, economics, psychology and statis- 
tics and he must, also, be a good diplomat. In com- 
parison to the other positions that one usually finds in 
the retail business the credit man must have a greater 
perspective than the others who control the manage- 
ment. 

I think the greatest need of the credit man today is to 
add another item to his accomplishments and that is 
salesmanship. 

As a general rule the credit man has failed in that 
he has not been able to convince the management that 
his position should be an official one, that he should be a 
member of the Board of Directors, and have a direct 
voice in the controlling of policies affecting his position. 
His position is rather peculiar in that the management 
spends the majority of its time in devising ways and 
means of increasing the sales without considering the ef- 
fect it will have upon the extension of credit. 

If the credit man fails to extend credit freely, the 
merchandising departments request that the credit policy 
If the 
new policy is adopted, then the credit man is called on to 
reduce his losses caused by the failure to collect accounts 


be revised so that the sales will not be retarded. 
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on which credit has been erroneously extended, under the 
revised credit policy. 

In the meantime, the credit man has had nothing to 
say, pro or con, regarding whether or not, in his opinion, 
he can extend credit under the new method and at the 
same time keep his losses at a minimum. ‘The manage- 
ment generally looks upon the credit department as an 
added expense which is only incidental to the completion 
of a sale. 

One should fully understand that the inventory does 
not make a turnover until the account has been collected 
and that a write-off to bad debts not only loses the value 
of the merchandise, but also the provision in the gross 
profits for the expenses that were necessary in the record- 
ing of the transactions affecting the account. 

In the general plan of the office arrangement, no pro- 
vision is usually made for the credit department. It does 
not assume as much importance as the accounts receiv- 
able department and one usually finds the credit man 
placed in the little space that has been left after all of 
the other accounting departments have been located. 

As the credit man delves into the personal affairs and 
the financial condition of the charge customer, he should 
This would enable 
the customer to give the desired information, which is 
more or less confidential, without the embarrassment of 


be provided with a private office. 


having other people overhear the conversation. This 
would add dignity’to the position. 

The present time is most opportune for the credit man 
to obtain his proper position in the business world. There 
is no doubt in my mind that he has discharged his duties 
admirably in spite of the adverse conditions under which 
he has been carrying on the activities of his office. 

I am just wondering if you cannot, through associations 
of this nature, formulate some sort of a campaign which 
will bring to the attention of your officials the desirability 
of recognizing yourselves and your position as one of the 
most important in the organization. 


A Reserve Fund for Credit Losses 
The method used to ascertain whether or not credit 
should be extended to a customer, with the exception of 
the general credit policies, is not, as a general rule, im 
vestigated by the accountant. It must be remembered 
that the accountant reviews transactions that have been 
consummated and therefore whether or not the credit 
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has been properly extended is judged by how the pay- 
ments are being made. 

The accountant is more concerned in having placed 
upon the books a reserve that will be sufficient to pro- 
vide for the losses for the outstanding accounts which 
will not be collected. It has been my experience that the 
credit man is very optimistic and has great confidence 
in his ability to collect the outstanding accounts. 

No doubt the credit man is in a position to better 
judge the amount that will be realized than the account- 
ant. However, the accountant and also the credit man 
have the experience of past years which will aid them in 
coming to a final decision as to the placing upon the 
records of a sufficient reserve. 

It may be of assistance to you to give you our method 
of testing the sufficiency of the reserve for doubtful ac- 
counts, for this section of the country: 


Current, % of 1 per cent 
60 to 90 days old, 1 per cent 

90 to 120 days old, 3 per cent 

120 to 150 days old, 10 per cent 
150 days and over, 25 to 50 per cent 
Suspense, 75 per cent 


The above test is only made on what we term regular 
accounts receivables. The installment accounts are 
handled on a different basis. 


Cost of Credit Transactions 

The cost connected with the passing of the credit and 
the recording of charge sales is approximately two cents 
on each dollar and, of course, where installment sales 
are also made, the average cost will be greater than two 
cents. Regardless of this fact, in most retail establish- 
ments, an article is the same price, whether it is paid 
for in cash, or charged. 

I sincerely believe that all credit associations should 
take a definite stand on this most important question of 
whether or not the cash customer is entitled to a cash 
discount or whether the charge customer should be 
charged an additional amount to cover the expense of 
keeping his account. 

Again one finds an injustice possibly in the charge ac- 
counts themselves. Many accounts are paid on the tenth 
or fifteenth of the following month while quite a few 
are in arrears. By comparing two accounts, one paying 
on the tenth and the other every six months, one finds 
there can be obtained a greater profit from the first ac- 
count, due to the ability to reinvest the funds received. 

I believe that this point should be given consideration 
by all credit men and that a more equitable basis be 
formulated, whereby the people who desire greater serv- 
ice should accordingly be charged for the excessive 
amount received. 

Many communities, encouraged by the National Re- 
tail Credit Association’s stand on this subject, have al- 
ready adopted a Community Credit Policy, which in- 


cludes a provision for charging interest on past due ac- 
counts. 
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“The Best Letters 
| Know of --” 


Says Mr. Selig! 


“The letters sold by the Better Letter 
Service of the National Association are 
the best that I know of, and are worth 
far more than the price they ask for 
them. To you who are not familiar with 
them, I shall say that they are well 
planned, you receive a new series every 
ninety days and each letter is well to 
the point.” 

—Louis Selig, Rosenfield Dry Goods Co., 
Baton Rouge, La. 


New letter ideas—new slants on col- 
lections and charge promotion—appear 
regularly in the Better Letter Service, 
now in its sixth year. A trial subscrip- 
tion will convince you of its value. 


Here’s what you’ll get: 


1. Each month a four-page Better Let- 
ters Bulletin—four pages of constructive 
letter ideas for better and quicker col- 
lections, for developing new charge ac- 
counts, for stimulating present charge 
accounts and reviving inactive ones. 

2. Each month, copy for (a) one new 
letter to solicit new charge accounts and 
(b) one new letter to revive inactive 
accounts. 

3. Every three months (April, July, Oc- 
tober and January), copy for six new 
collection letters—letters that will bring 
you new ideas on collections. 


SPECIAL TRIAL OFFER: 


The regular subscription is $20.00 a 
year but for a limited time we will accept 
three months trial subscriptions for 
$5.00, to prove their worth. 


Address: 


NATIONAL RETAIL 
CREDIT ASSOCIATION 
BETTER LETTERS SERVICE 


1218 OLIVE ST. ST. LOUIS 
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A Digest of Credit News 
For Quick Reading 


August Collections in New York’s 
“Twenty Key Stores” 


New York collections for August, as reported by 20 
key stores, showed a decrease of only 1.41 per cent as 
compared with 3.53 per cent in July. The average for 
the eight months being only 2.19 per cent under the 
same period last year. 


August average was 34.55 per cent. The eight-month 
average was 41.32 per cent. 

August collection percentages in miscellaneous lines 
follow: 


Grocers 
Sporting Goods 
China and Glass .......... 38.50% 
Dentists 

Building Material 


63.00% 


New York collections classified by kind of business 


show the following comparative percentages: 


AUGUST, FIRST 8 MO., 
1932 1932 
.22.80-46.20% 30.98-54.00% 
18.90-80.00%  28.17-75.00% 
16.00-42.00%  27.25-38.00% 
9.86-10.20%  10.54-12.91% 


Department Store ..... 
Women’s Wear 
Men’s Wear 


Furniture (Contract) ... 
> » » 


Many members of the National Retail Credit Associa- 
tion have found the officials of the United States Post 
Office in Washington decidedly helpful and co-operative 
in causing delinquent employees to meet their obligations. 
While the Department is not a collection agency and 
will not become involved in disputed accounts, they feel 
all employees should conduct themselves honestly and 
honorably and do not hesitate to counsel payment of just 
debts when the facts are called to the attention of the 
superior officer of the debtor. 


> » » 

The Retail Credit Association of Minneapolis is one 
of the oldest retail organizations in the country, having 
been organized in 1904 with eleven members. In 1912 
its members were largely responsible for organizing the 
National Retail Credit Association. Mr. §. L. Gilfillan, 
then Credit Manager of Donaldson’s, was elected the first 
President of the National and Mr. O. R. Parker, Secre- 
tary. As a result, the executive offices of the National 
Retail Credit Association were located in Minneapolis 


during 1912 and 1913. 
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The Master Card Is the Most Import- 
ant Record of the Credit Bureau 


Too much stress cannot be placed upon the impor- 
tance of the “Master Record Card” used by credit 
bureaus. If the proper type card is used, it enables the 
bureau to give a quick, complete and understandable re- 
port, which is the service the subscriber wants. It also 
cuts operating overhead expense because of the ease and 
simplicity of keeping it posted. 

The Forms Department of the National Retail Credit 
Association found there were about 500 different master 
cards in use among the 1,280 bureaus in our Service De- 
partment. Samples were secured and much time and § 
effort spent in analyzing each and creating what we be- 
lieve to be an ideal record card—simple yet complete, 
easy to read, easy to post. 

We believe bureau service will be improved and a 
great step toward standardization of all forms will be 
made if bureaus will adopt this form. A request ad- 
dressed to the Forms Department, National Retail Credit 
Association, St. Louis, will bring samples and full de- 
tails. 

> >» » 


The retailers of Stamford, Connecticut, have adopted 
a policy of running the Credit Association emblem in 
their advertising, having in mind that it will encourage 
prompt payments and discourage undesirables from seek- 
ing credit. 

> >» » 

The government Census Bureau has compiled data 
from the 1930 census, indicating that 14,000,000 families 
own the homes in which they live. This is 2.2 per cent 
greater than reported in 1920, the increase in ten years 
being 3,135,000. Wisconsin had the greatest number of 
home-owning families in the United States, reporting 
61.8 per cent. 

> » » 

Two hundred and forty-seven retail stores who re 
ported a loss from fraudulent checks of $56,421 during 
the first six months of 1931, report loss for 1932 of 
$49,453. While this was a decrease in dollars and cents, 
the percentage compared with sales was the same both 
years, 0.02 per cent. 


ce 








Reprints of any article appearing in The Credit 
World may be obtained at nominal charge, cost de- 
pending on quantity desired. 
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More About the Use 


And Abuse of Credit 


By H. H. McKEE 


President Washington Clearing House; President National 


Capital Bank, Washington, D. C. 


(Editor's Note: See preceding article in August issue—page 11.) 


industry and commerce could not thrive with- 

out their help, and in turn banks could not func- 
tion without the aid of industry and commerce. Banks 
referred to in this discussion are what are known as com- 
mercial banks or to use a technical term, banks of cir- 
culation and discount, because they help manufacturers 
and merchants to produce and circulate goods among the 
people by discounting prime evidences of debt, thus 
bringing into immediate use for productive purposes the 
future or consumptive value of things created for use. 


A LTHOUGH banks do not create credit directly, 


A manufacturer of clothes has buildings and machinery 
for which he paid $100,000. He has $50,000 of working 
capital to his credit in the bank. He uses that to buy 
cloth and hire help to make clothes which he sells to a 
jobber upon the jobber’s promise to pay in four months, 
$60,000. He has parced with his goods and has taken in 
payment a promise to pay. ‘This promise, though in- 
tangible, is nevertheless property and can be sold. If he 
held it until it was paid at maturity he would have to 
shut down. If he wanted to carry on he must get new 
working capital or find someone to advance him its value 
in money or give him a right to demand payment from 
someone else. If he had to run from person to person 
seeking a purchaser for the debt due him he would not 
have time left to devote to his business. 

The bank solves his problem by buying from him the 
$60,000 obligation, giving him its present value, dis- 
counted at 5 or 6 per cent, and by this process has 
enabled the manufacturer to bring into present use the 
consumptive value of his product and recover its cost and 
the profit he has made. His liquid working capital for- 
merly tied up in goods and wages, stagnant and unpro- 
ductive, has been released to him so he can use it to 
continue to buy material and pay for labor necessary to 
continue his business. 

If we trace the history of the oldest banks in this 
country back to their formation, we will find that they 
were tools devised by men of industry and commerce to 
help them to carry on business: “The Lumberman’s Bank. 
The Shoe and Leather Bank. The Farmers’ and Mer- 
chants’ Bank. The Produce Exchange Bank. Do these 


names mean anything? 
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The same principles on which they carried on business 
are as sound today as they were then, viz.: “The dis- 
counting of prime obligations of merchants of undoubted 
worth in order to bring into present use for further pro- 
duction and distribution the potential or consumptive 
value of -all kinds of things produced for human con- 
sumption.” 

The banker is the custodian of the working capital 
of industry and commerce. ‘There is always a surplus 
of such capital in the banker’s hands, and it is his duty, 
and, thereby he makes his profit, to turn that surplus 
into the productive and commercial channels that need 
it. The relation of industry and commerce and banking 
is simple. Each one is necessary to the other. Their in- 
terests are or should be identical which is the mainte- 
nance of a volume of commercial credit of undoubted 
quality that will keep the wheels of industry turning and 
give gainful employment to our people. 

Banking credit in a commercial bank is not the prop- 
erty of the banker. He is its custodian. It consists of 
credit balances due depositors and payable on demand. 
The largest part of it belongs to industry and commerce, 
and it should be reserved for the use of that domain of 
human effort. To use it to make personal loans, cap- 
ital loans, or speculative loans is to divert it from its 
proper channel. The many bank failures of recent years 
can be traced mainly to the improper use of commercial 
deposits and deposits payable on demand. It is not the 
function of the commercial banker to lend funds to 
finance a trip to Europe, to enable a farmer to buy in- 
creased acreage, to help build a new theater or apart- 
ment house or office building, to aid the manufacturer 
to add a new building to his plant or replace worn-out 
machinery. To divert commercial banking credit to 
such uses is to make the bank a silent partner in an en- 
terprise, because the borrower depends on future income 
or profits to repay his loan. And it is not the function 
of the banker to invest the funds in his keeping in any 
partnership for an indefinite time. 

It must be admitted though that the banker in search 
of profits is not entirely to blame. Many cannot get 
the necessary amount of high class commercial paper to 
keep their funds employed, because very many large in- 
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dustries borrow their working capital directly from the 
people through the sale of stock, bonds and debentures. 
We need a larger volume of trade bills of high grade 
and short maturity to absorb banking credit available. 
The banker cannot create such instruments. That is the 
function of those who produce and sell their products. 
But he can buy such instruments and thus stimulate busi- 
ness. 

The evolution of banking has changed the old-fash- 
ioned commercial bank into a departmentised credit em- 
porium. While demand deposits are held by all, with 
few exceptions, they have savings departments, many of 
them trust departments, some bond departments and a 
few have attached to them what are known as affiliates, 
the purpose of which is to gather in for profit whatever 
has escaped the other departments. The operation of 
these various appendages will be discussed under the 
head of 


Capital or Investment Credit 


The characteristic of capital credit is long maturity, 
affording an opportunity for repayment out of profits and 
some kind of security. It is like army hash. A soldier 
was being examined for detail as cook. He was asked: 
“How do you make hash?” “You don’t make it,” he 
replied, “it just accumulates.” Capital credit comes 
from many sources. The savings of all classes of men 
and business deposited in savings banks, saving societies 
and building associations; estates of deceased persons and 
various other trusts administered by trust companies; 
life, fire and other kinds of insurance premiums; in short, 
all kinds of surplus funds or credit that is not needed 
for immediate current use constitute capital or invest- 
ment credit. 

Out of this vast accumulation owned or controlled by 
millions of individuals and corporations the tools of pro- 
duction, distribution, communication and service are sup- 
plied. Land, houses, office buildings and other struc- 
tures for business and domestic purposes are financed by 
capital credit. Our country was developed by the use 
of the surplus capital credit of Europe seeking profitable 
investment in a new land of boundless opportunity. We 
have paid back out of profits all we borrowed, and have 
created for our own use and to lend to others a vast res- 
ervoir of capital credit seeking profitable investment. 

The safe use and administration of capital credit re- 
quires caution and restraint. Security must be carefully 
examined and appraised, and the probable profit in sight 
carefully weighed. A superabundance of capital credit, 
creating competition for profits, is followed by lack of 
caution, a willingness to take risks and the temptation to 
speculate. Abundance of capital credit, the ease with 
which it could be borrowed and the optimism of all 
classes have resulted, through the lack of poise and re- 
straint among all classes, in stupendous losses. 

Capital credit has been used too frequently for specu- 
lation. It may be safe and prudent to use commercial 
credit to bring into present use the future or consumptive 
value of goods in order that production may be kept up— 
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but to use any kind of credit for the purpose of bringing 
forward for present consumption a hypothetical future 
value of a property interest in the tools of production, 
distribution, communication and service is wrong in prin- 
ciple. The value of such things is based on earning 
capacity, and we have not been very fortunate in es- 
timating future earning power. Therefore, the greatest 
abuse of capital credit is its use in an attempt through 
speculation to bring into present use the profits or in- 
crement of the remote future. It will not work out, 
For everyone who profits in the effort, thousands lose. 


Each of the four divisions of credit mentioned perform 
a different kind of work, and the work of all is closely 
related and interdependent. All material wealth comes 
out of the earth. 

Capital credit supplies the tools and often the raw ma- 
terial. Commercial credit fabricates the raw material 
into things of service. Banking credit united with com- 
mercial credit circulates the product, raw and finished, 
among the people and consumptive credit enables the 
people to use what has been created to supply their wants. 

If each type of credit is restricted in use to its proper 
field, and all of them skillfully directed with caution and 
restraint, the wealth of the nation increases. 


Public Credit 


National wealth, including developed and undeveloped 
resources, and the income of the people derived from 
their work determines the quality of public credit. That 
division of credit is the power of governments, both na- 


tional and local, to borrow for the purpose of carrying 
on governmental activities. 
out of taxes collected from the people and the power to 
tax is not restricted. If the people as a whole are wealthy 
in property and income the government obligations are 


Such borrowings are paid 


highly esteemed. But regardless of wealth, if govern- 
ments borrow so much that the resulting taxation drains 
the reservoir of all other kinds of credit, checks the 
growth of private activities and reduces the aggregate in- 
come of the people; the governmental mortgages they as- 
sume are not so highly esteemed. 

In this country our people, through their chosen rep- 
resentatives, have the power to determine the amount of 
mortgage they will assume, and if they are overburdened 
with debt they have no one but themselves to blame. 
Uncle Sam, who typifies our Republic, and his hun- 
dreds of relatives who stand for states, counties, munici- 
All they 
spend was taken from the people in the form of taxes, 
and the value of their promises to pay is based on the 
amount of taxes they can collect. If the reservoir from 
which taxes are drawn in this country should dry up en 
tirely, the value of all governmental securities would not 
be worth anything. 


palities and towns never produced anything. 


Public credit has been abused to a far greater extent 
than the other forms. The most outstanding abuse comes 
when sovereign states go crazy and try to destroy each 


(Continued on page 30.) 
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THE PReSIDENT’S 
MESSAGE 


ARTHUR P. LOVETT 


President National Retail Credit Association 


S A MEMBER of the National Retail 
Credit Association you are placed in posi- 
tion to meet the demand of the day for 

quick, accurate, complete detailed credit informa- 
tion. 

Our Service Department with its wonderful net- 
work of over 1,200 affiliated credit bureaus was 
ordained to fill this need. In practically every 


community of any size there is a credit bureau 
equipped and manned properly to render satis- 
factory retail credit reporting service. 


In many localities these bureaus are owned by 
the retailers while in others they are privately 
owned but operating in the interests of retailers, 
bankers, finance companies and professional men 
alike. 

The attention of merchants, professional men, 
bankers, credit managers and others requiring de- 
tailed credit information on the individual is di- 
rected to the fact that this type of reporting has 
long been served by what might be termed, the 
Credit Bureaus of the National Retail Credit As- 
sociation. And it is likewise pointed out that the 
very soundness of the retail credit structure of this 
nation as a whole can be chiefly attributed to the 
fact that this work was started years ago and has 
progressed with the times ever since. 

Here and there we hear of credit managers 
being urged to desert the local Retail Credit 


The files of our San Francisco-Oakland Credit Bureau coa- 
lain up-to-the-minute credit records on 1,000,000 consumers in 
the “Bay Area”! 
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Bureaus and subscribe to another similar service 
owned and operated by nation-wide concerns. 

I do not believe that any of our well-informed 
credit granters will seriously consider such a move 
but I do take this occasion to remind all of our 
members that the salvation of the retailers who 
extend credit to the individual is, and always has 
been, in their own hands, as far as the centraliza- 
tion and dissemination of complete and reliable 
credit information is concerned. 

No nationally owned private mercantile or re- 
porting agency has contributed anything in the 
past to the successful formation and operation of a 
retail reporting bureau for the benefit of the re- 
tailers. Most of these agencies have confined their 
activities to their chosen field of mercantile re- 
porting. 

Can it now be that they are entering the retail 
field as a last resort? If so, why have they waited 
until the retailers of this land have molded to- 
gether a reporting system that is second to none 
in its average day-by-day operation? 

No agency, except the local Retail Credit 
Bureau, can possibly have available the type of 
information on the individual that credit grantors 
need. I will grant that any investigator can take 
an application for credit and work up a credit re- 
port from the basis of that information; but it 
will not contain the highly essential information 
which is contained only in the records of and the 
reports available from our recognized Retail 
Credit Bureaus. 

These are not times to desert the ship which 
has followed a well-charted course and which 
alone knows the many breakers there are ahead 
for those who launch a new ship in the same sea. 

So, let’s take a renewal of faith in our Report- 
ing Bureaus; shunt off these proposals of similar 
service from others not familiar or equipped to 
serve us; continue to lodge every unsatisfactory 
transaction in our central reporting bureau and 
use that bureau for every investigation we need. 





A Definite Policy for Credit and Collections 


(Continued from page 6.) 

The main objective is to prevent duplication of work 
by determining once and putting into its proper division 
what disposition you are going to make of an account. 
We emphasize no wholesale cleaning up of accounts 
through the medium of Profit and Loss. If the stores can 
collect, it certainly is along the spirit of our wishes. 

We thoroughly realize that custom has played an im- 
portant part in stores’ operations. ‘Therefore a store 
should retain its identity and only seek to improve itself 
through gradual education rather than hasty operations. 

We believe that you agree with us that— 


1. Having aged your accounts and definitely fixed in 
your minds from your analysis what is good and bad, 
that it is good business to set up adequate reserve. 

2. That there should be a definite period when an ac- 
count should be seriously considered as to its book value. 

3. Having arrived at the conclusion we feel that 
definite decision should be made. 

We might just as well be frank to say that there is a 
tendency to nurse accounts beyond reason. This again 
reaches back to custom, and the basis is the hopeful side. 
The person who extends the credit quite naturally likes 
to feel that his judgment was correct, and that it will 
be borne out through collections. 

There has been a trend for some time throughout the 
country, and the National Retail Credit Association has 
spent time and money to convey the sound economic doc- 
trine that money cannot be made by competing in 
terms. 

Going about throughout the country often I consult 
fellow-credit managers, who show me records covering 
a period of years indicating that because they have ad- 
hered to the sound basis they originally started with, their 
record for collections and write-offs was not seriously 
disturbed even during this lull in business. Such ex- 
perience as I have had indicates that whenever stores and 
individuals have gone off on a tangent as to what con- 
stitutes sound policy they have without exception come to 
grief. 

Follow-Up for Recoveries 


To make an honest analysis of profit and loss and then 
have the courage to face it does not mean that you will 
sustain a total loss. By active follow-up afterward you 
are able to recover a certain percentage in the next season, 
and will have that amount to credit to your reserve for 
bad debts. In other words, adopt a definite policy of 
when it is fair to assume that an account is liquid and 
you will be pleased with the result. 


Promotion—New Business 
You are no doubt convinced that it is possible to gain 
new accounts through solicitation. It is not always con- 
venient for prospective customers to apply in person. By 
a system of predetermination of credit standing you can 
definitely invite customers to have accounts and increase 
your number of new accounts opened appreciably. 
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Inactive Accounts 

In every store are a certain number of accounts that 
become dormant. The reasons are too numerous and too 
well known to you to list here. 

You can, by a systematic method of writing, with a 
definite tie-in with merchandise events, again arouse the 
interest of your inactive accounts. Here we might say 
that it is not necessary to write indefinitely, but come to 
some conclusion when it is better to lay aside an inactive 
account to go at it later. 


Deferred Accounts 
We believe it is desirable to look over all Deferred 
Contracts in force to see: 
1. If they continue to be profitable. 
. If the carrying fee is adequate. 
3. If the aging is correct and your Reserve ample. 


Employees’ Accounts 
We believe you are in agreement with us that em- 
ployees should not receive discount and execessive terms. 
It is difficult to make profit when terms are not observed 
and discount is given. Most certainly you are not creat- 
ing good will by allowing discount and then permitting 
your own employees to abuse the terms. 


Discounts 

We believe that discounts should be scrutinized care- 
fully: 

1. As to registration of the account. 

2. Eligibility for discount. 

Subsequent control and the authorizing of discount: 
Is the person who was entitled to discount two years 
ago and registered as a dressmaker still a dressmaker and 
at present entitled to discount? 

There is a decided trend throughout the country to get 
away from miscellaneous discounts, and while you have to 
treat it according to the custom in your store it would be 
well to make a study of it. Consider carefully the vari- 
ous inducements to get customers to buy, but examine 
critically all propositions where you are asked to merely 
sell terms, from which an overindulgence by the customer 
means no net profit. 


Conclusion 

The controller and credit man have during these times 
perhaps the greatest responsibility of their entire careers. 
There may be other ways to handle problems that arise 
in times like these, but there is no substitute for careful 
extension of credit, prompt collections, and a policy of 
facing facts from intelligent figures and trends. 

No one that I have met has a panacea for our prob 
lems, but intelligence, work and courage will go a long 
way toward putting your accounts into condition so that 
when a substantial change comes in our economic affairs 
your customers will be open to buy and visit your stort 
with a feeling of respect for your treatment through these 
trying periods, and also a respect for your financial policy, 
both of which can be humanized without indulging ex 
cessive sentiment. 
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Buckeridge Does Things! 


On September 20, A. B. Buckeridge completed his 
third year as Executive Manager of the Credit Bureau 
of Greater New York. 

They were years of hard, constructive work. After 
a remarkable record of success in Saginaw, Michigan, and 
Pittsburgh, Pennsylvania, Mr. Buckeridge took charge 
of the credit bureau serving the retailers in the country’s 
The position is one of great responsibility 
and requiring exceptional executive ability and resource- 


largest city. 


fulness, as it presents finance and service problems not 
found in any other city. 

That Mr. Buckeridge made good is evidenced by a 
record of constant progress during the three years, neces- 
sitating the moving of the Bureau to larger quarters in 
order to handle the increased service. 

In 1929 the Bureau was in debt. This deficit has 
been wiped out and an operating profit is now shown. 

During the three years, 312,817 derogatory items were 
listed on the records and 262,500 judgments were noted. 

From 300 to 500 credit reports are now being given 
each day over the telephone. To handle this service an 
eighty-line switchboard and three telephone turrets with 
room for twelve switchboard operators, eighteen telauto- 
graphs and three telephone typewriters were installed. 

The Bureau today has records of 2,500,000 persons 
who have charge accounts in Greater New York and 
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the volume of business has increased from $183,699 in 
1929 to $335,840 in 1932. 

In order to give the Long Island section rapid service, 
a branch office was installed at Jamaica and is handling 
from 110 to 150 special reports each day. 

In 1930, Mr. Buckeridge reorganized the Adjustment 
Bureau, which is now collecting about one quarter of 
a million dollars annually. 

Three interviewing offices have been provided for heart- 
to-heart talks with persons who are anxious to clear up 
their credit records and a bureau for pooling the debts of 
delinquents and amortizing them has aided many to keep 
out of bankruptcy. 

Possibly the most outstanding achievement from a 
National standpoint is the enrolling of all bureau sub- 
scribers as members of the National Retail Credit Asso- 
ciation. 

Mr. Buckeridge has made good in the big city in a big 
way and New York boasts the outstanding credit bureau 
of the country. 


> > » 


Make Use of Your National 
Association 


By Donald H. Furth, Credit Manager, Capwell 
Sullivan and Furth, and President Associated 
Retail Credit Granters, Oakland, California 

Credit conditions the country over present practically 
uniform problems of credit extension and collection—all 
the more reason why a careful exchange of information 
and experience is so vitally necessary to everyone. The 
other fellow’s point of view is of inestimable help in 
analyzing our own problems, and in getting a clear pic- 
ture of what we must accomplish. It puts a new per- 
spective on the situation at hand, and allows us to 
broaden our viewpoint without the effort of accumulating 
the direct experience. 


High Ethical Standards 

The rapid and successful development of credit re- 
porting bureaus can be attributed directly to their high 
ethical code, and the rigid enforcement by the National 
Retail Credit Association of those provisions dealing with 
the conduct of members. 

It is a satisfaction to know that the safeguarding of 
retail credit is in the hands of such a high-type group of 
men and women as attended the Washington Conven- 
tion. Under watchful care, and with the support of their 
co-workers throughout the land, retail credit is going to 
be one of the prime factors in our economic recovery. 


Let’s Make Use of the National 

There is no question in my mind that if the average 
retail credit executive would make as much use of his 
National membership as does the average bureau man- 
ager, and felt the necessity for national co-operation as 
closely, our good job would be even better done, and a 
record of achievement left which could serve as a guide 
for a long while to come. 
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S OF September 30, figures from the Retail Credit 

Survey tell us that dollar sales for the six 

months’ period ending June 30, 1932, have de- 

creased 23.7 per cent over the same period in 1931; that 

there has been a slight relative increase in sales for cash; 

that open accounts receivable have increased from 75 to 

80 days; and that open account bad debt losses have in- 

creased from 0.8 to 1.2 per cent and installment account 
bad debt losses from 1.9 to 3.2 per cent. 

There have been indications in some quarters of a 
little better than a seasonal upturn in department store 
sales for September but reliable figures will be available 
October 10 or 11, possibly too late for publication in the 
October Credit World. lf expectations in this regard 
should be translated into realities then the rather dis- 
couraging department store sales for August will have 
been offset. 

Wholesale commodity price indexes are, however, 
about as reliable as any one set of figures for governing 
trade conditions and the comparison of such prices as 
between June 18, 1932, and September 24, 1932, should 


be of some interest. “These figures are as follows: 


WEEK ENDING 
JUNE 18, 1932 sept. 24, 1932 
65.4 
49,3 
62.1 
73.2 
56.4 


All commodities 
Farm products 


Hides and leather products 
Textile products 

Fuel and lighting 71.7 
Metals and metal products 80.1 
Building materials 4 70.7 
Chemicals and drugs .... 73. 72.9 
House furnishing goods .. . 74.6 
Miscellaneous . 64.9 


—Wwe COUw 
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Legislative 


(a) There have been a number of attempts within the 
past decade to have Congress enact Federal Blue Sky 
Legislation but all these efforts have so far come to 
naught. One such effort of several years ago centered 
around the Dennison bill, introduced by Congressman 
E. E. Dennison of Illinois. This bill, if enacted, would 
have given the Post Office Department power to prohibit 


the use of the mails to concerns who had been convicted 
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by State Blue Sky Commissions of issuing fraudulent 
securities. 

Other suggested Federal legislation, however, has gone 
beyond the Dennison bill and some of it proposed to 
create a Federal Blue Sky Bureau within the Depart- 
ment of Justice. The subject is expected to be revived 
at the coming session of Congress and from then on 
through the Seventy-Third Congress it is thought a 
serious attempt will be made to pass some form of blue 
sky legislation. 

(b) A subcommittee of the House, consisting of Rep- 
resentatives Mead of New York (Chairman), Haines of 
Pennsylvania, Wood of Georgia, Kendall of Pennsyl- 
vania, Kelly of Pennsylvania, and Doutrich of Penn- 
sylvania, is delving into affairs of the Post Office De 
partment and one tangible result to date is the determina- 
tion of the Committee to recommend a reduction in first- 
class postage from 3c to 2c. 

This recommendation, however, inevitably is tied up 
with government finances and even though the subcom- 
mittee has recommended the reduction the short session of 
Congress will have to legislate, if at all, in the light of 
the government’s financial position. 

Shortly after the publication of the October number 
of the Credit World a joint committee of the House and 
Senate, consisting of Senators Robinson of Indiana, 
George of Georgia, Walsh of Massachusetts, Brookhart 
of Iowa, and Hatfield of West Virginia, and Representa: 
tives McDuffie of Alabama (Chairman), Milligan of 
Missouri, Boehne of Indiana, Chiperfield of Illinois, and 
Taber of New York, will commence investigating 
veterans’ allowances. 


Departmental 


(a) The Department of Commerce has been undet 
fire for some time for allegedly excessive appropriations 
but this charge has been so well answered as to not merit 
comment here. Practical results from applying lessons 
taught by these surveys are constantly coming forward, 
however. 

Two recent illustrations relating to the recent St. Louis 
Drug Survey are here made available: 

(1) One of the drug stores studied was in an apart 
ment district and, after thoroughly analyzing the find 
ings of the survey relative to turnover of goods and 
stock required for various types of communities, under 
took a rather complete restocking program, eliminating 
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many of those items for which there was no demand 
in the particular community and_ setting about to study 
what new items could be sold profitably in the store. 

A check of this store’s sales by half-hour periods in- 
dicated that there was practically no business during the 
first two hours after the store opened. The store has 
therefore decided to open a half-hour or an hour later 
than before. 

(2) An example of the value of the business failure 
studies that are being conducted by the U. S. Depart- 
ment of Commerce has just been brought to light by 
the director of the druggists’ merchandising service bu- 
reau. A certain prospective druggist upon seeking ad- 
vice from this bureau relative to opening up a drug store 
when questioned as to the amount of capital stated that 
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zone B he had only six hundred dollars ($600). 
d to His attention was called to figures from ‘Causes of 
p= Failure Among Drug Stores,” which disclosed that the 
‘ived B majority of failures are caused through insufficient start- 
1 on ing capital. This convinced him of the futility of enter- 
ht a | ing into business, thereby saving his creditors many dol- 
blue @ lars, as well as preventing additional waste in the dis- 
tribution system. 
Rep- (b) The Federal Trade Commission in releasing its 
es of report under date of September 24, in regard to chain 
nsyl- §§ store private brand selling has disclosed some exceedingly 
enn- interesting information. “Iwo hundred and forty-eight 
De- (248) chains reported to the Commission. 
nina- Of the total, seventy-nine chains, operating 32,733 of 
first- B the 44,853 stores operated by the entire group of chains, 
priced their private brands lower than competing stand- 
d up & ard brands. One hundred twenty-six chains sold both 
com BH private brands and standard brands at the same price 
on ote while the remaining 43 chains or 17 per cent of the 248 
ht of ; ; ‘ , 
reporting but operating only 939 stores priced their 
b private brands higher than competing standard brands. 
al The reasons given for pricing private brands higher 
Leah than standard brands were: 
khart First that there was no retail price for private brands 
senta: fe stablished by competition; private brands were usually 
an of  % higher quality than standard brand products; second, 
;, and jm @ larger profit on private brands was desirable in order 
zating fj ‘© offset small profit made on standard brand merchan- 
dise; and third, more sales effort is required to sell pri- 
vate brands. 
The reasons given for pricing private brands lower 
than standard brands were as follows: 
under First, private brands cost less; second, that a low 
jations HH price is the chief sales argument in selling private brands; 
merit # that a low price on private brands attracts customers to 
lessons #@ the store; and third, that a low price increases private 
rward, # brand sales so that a repeat business is built up. 
Louis 28 
Court Decisions 
apart: (a) Several recent trade-mark decisions by the Com- 
e find # missioner of Patents have denied registration of pro- 
1s and I posed trade-marks upon the ground that registration would 
a Cause confusion in trade owing to the fact that “the 
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two marks when viewed in their entirety are confusingly 





similar.” 


As against these decisions those interested in trade- 
mark law are conning the decision of the Court of 
Customs and Patent Appeals on May 31, of Faweett 
Publications, Inc., v. Popular Mechanics Co., in which 
the words “Modern Mechanics” and also the words 
“Modern Mechanics and Inventions,’ were said to be 
confusing and, therefore, registration was denied as 
against a registered mark already existing of “Popular 
Mechanics.” 

This decision is said to narrow very much the field 
within which trade-marks may be registered. 

(b) On September 8, the Circuit Court of Appeals 
for the Ninth Circuit construed section 70(e) of the 
Bankruptcy Act concerning property alleged to have been 
transferred by a bankrupt more than four months prior 
to bankruptcy with intent to defraud creditors. This 
particular case, Peter Barceloux Co., etc., v. Buffum, 
Trustee, etc., originated in California. 

The Circuit Court points out that where such trans- 
fers have occurred more than four months before bank- 
ruptcy the trustee is only authorized to proceed for the 
benefit of creditors in accordance with the laws of the 
state in which the transaction occurs. In the instant 
case a judgment was rendered for money as representing 
the value of the property transferred instead of the prop- 
erty itself. 

The court took the position that California laws do 
not permit the recovery of the value of property trans- 
ferred if the property itself can be recovered and, there- 
fore, the judgment of the lower court instead of being 
a money judgment should have been the turning over of 
the property to the trustee for the benefit of creditors. 


» » » 


How Much Sales Increase Is Needed 
to Offset Cut Prices? 


If prices are cut 20 per cent, retail sales must be in- 
creased by 25 per cent in order to maintain the same 
dollar volume of sales. Similarly, a one-third cut in 
prices would call for a 50 per cent increase in volume of 


sales. 

The table given here shows a few of the percentage 
increases that are necessary if the same dollar volume 
of sales is to be maintained in case of various price cuts: 


Requires a Vol- 
ume Increase of 


A Price Cut of 


5% 5.26% 
10% 11.11% 
15% 17.64% 
20% 25. % 
25% 33.33% 
33.3% 50. % 
50% 100. % 


Margin of profit is not considered, the reference being 
only to dollar volume ot sales—Boot and Shoe Recorder. 
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More About the Use and Abuse of Credit 


(Continued from page 24.) 

other. Credit is used not to create wealth but to de- 
stroy wealth. The late war created debts of such stag- 
gering proportions that they have become unmanageable. 
The only way they can be paid is through the toil of the 
people in replacing the wealth that war destroyed. The 
war cost 180 billions of dollars, and as a direct result of 
it 150 billions more of debt has been added, making the 
total 330 billions of dollars. 

In our own country public debts, particularly local 
public debts, have grown to such stupendous proportions 
since the war as to baffle the imagination. 

Uncle Sam has acted fairly cautious, and with ad- 
mirable restraint has paid off a large part of his war 
debt. But he is having an unhappy time in resisting the 
demands for social service, which, if rendered, would 
increase the national debt and perhaps affect, seriously, 
if it did not destroy his power to borrow. Our political 
subdivisions have not been so careful, and among them 
the rising tide of debt and taxes is alarming to thought- 
ful men. It is estimated that during the next year or 
two, the people in the United States, as a whole, will pay 
in national and local taxes twenty-five cents out of every 
dollar of income. A large part of this will go toward 
the service of debts already created. Rising taxes and a 
falling national income creates an unhappy situation. 
Public credit has been strained severely by national and 
local public officials in an effort to please the people. 

Even as the other divisions of credit, if wisely used, 
create wealth that can be drawn on to support the sov- 
ereign, so the sovereign by the unwise use of his power to 
borrow and tax can retard the accumulation of, and even 
destroy the wealth of a nation. If one doubts that as- 
sertion, let him remember that we are paying to Uncle 
Sam four billion dollars a year in taxes, and to local 
governments at least ten billion dollars a year, out of 
a national income estimated to be fifty-five or sixty bil- 
lion dollars, and that one person out of every twelve 
gainfully employed is supported by taxes. 

Credit is a good servant, but a harsh taskmaster. In- 
telligently controlled and directed, its power for good 
is unlimited. Ignorantly used and abused it has great 
destructive power. Aristotle said: “If you have not 
learned that of these things, credit is the greatest, you 
are indeed ignorant.” 

If the Greek philosopher were alive today, I suspect 


he would have specified “proper and cautious use of 
credit.” 


> >» » 

Here is a tax item worth noting. In 1924 the total 
number of motor vehicles registered was 17,595,373, and 
the gasoline tax $80,442,295. In 1931 the registration 
was 25,814,103 and gasoline tax was $536,397,458. This 
is only the gasoline tax, the license fee on these cars was 
$344,337,654, and personal property and municipal tax, 
$145,000,000 or a total tax against the automobile owners 
of the country of $1,025,735,112. 
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Rand Urges Sixty-Day Payroll 
Increase 


Leading manufacturers of the country were urged by 
James H. Rand, Jr., Chairman of the Board of Rem- 
ington Rand, Inc., in a statement made recently, to 
increase their pay rolls for at least sixty days as a means 
of boosting the public buying power so that the pres- 
ent upward trend might be turned into a solid revival. 

Mr. Rand announced that his own company was in- 
creasing its pay rolls 50 per cent and expected to have 
its eight major plants on a four-day per week basis or 
better by October 1. He said that he had called more 
than 3,000 men and women back to work and that the 
company’s pay rolls the third week of September were 
25 per cent larger than for the preceding week. 

“From time to time during the past few weeks the re- 
opening of many plants to fill immediate rush orders has 
been announced,” Mr. Rand said. “Although this has 
started an upward trend a great and faster impetus is 
needed.” 

“The time has come for concerted action by all manu- 
facturers to increase employment and expand public buy- 
ing power if industry is to consolidate these gains into 
a real recovery, even if it means increasing the inventory 
of finished goods,” Mr. Rand declared. 

“We are proceeding on this basis because we believe 
larger inventory of finished goods is sound investment 
at this time in view of available facts,” he continued. 

“Many merchants will not buy ahead as long as their 
customers do not have jobs or money, and two years of 
idleness have sapped the savings of workers. Before 
they can buy again they must have money, and money 
can only come from pay rolls. 

“T am urging that every Chamber of Commerce in 
the United States mobilize its member manufacturers 
so that they will reopen their factories and increase plant 
activities for at least 60 days to build up new inventories 
of finished goods with knowledge that their own sales 
will respond to such nation-wide increase in pay rolls 
and buying power,” 

Mr. Rand said that the whole country has been en- 
couraged by the action of United States Steel, American 
Radiator and other large industries which have made 
large purchases of raw materials in advance of produc 
tion. Some weeks ago he announced that the purchasing 
department of his own company had been instructed to 
buy immediately $4,500,000 worth of raw materials for 
use during the remainder of 1932. 


>» »> » 


Air Travel Increasing 

For the first half of 1932 the air lines carried 248,954 
passengers—55,000 more than the same period in 1931. 

It is interesting to note that these lines employed 
5,461 persons and used 11,178,807 gallons of gasoline and 
317,656 gallons of oil during the first half of the yeat. 

Reports indicate the second half-year will exceed thes 
figures. 
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A Complete Forms and Systems 
Service for Retail Credit Bureaus 
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Standardized Forms 
Available 


STANDARD CONTRACTS 
Coupon Ratinc SHEETS 
Master Carps 

Master ENVELOPES 
FoLpER CarRpDs 
APPLICATION FOR CREDIT 
Orrice Work SHEETS 
STANDARD Report Forms 
Pusticiry INsERTS 
InourrRY Forms 


Anti-Direct Inquiry 
Forms 


DeELINQUENT List Forms 


BULLETIN FRONT SHEETS AND 
ENVELOPES 


Fitinc JACKETS 
CoLtLtectors Work Carps 
TRIED AND TEsTED LETTERS 
FoRWARDING SYSTEM 
Reports TO CLIENTS 
PooLep Account SysTEM 


STATEMENTS AND RECEIPT 
Books 
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Systems Promote Uniformity, 
Efficiency and Economy 


Uniformity—especially in credit reports, can only be at- 
tained by the use of standardized, uniform reporting forms. 
With the development of National Consumer Reporting, 
uniformity in reports will become imperative. . National 
users will demand it. 


Efficiency—is promoted by the use of standardized forms 
and systems. The old adage, “A place for everything and 
everything in its place,” hits the nail on the head! 


One way of doing things, one place to fill in each vital point 
of information, one place for the user to look for that vital 
information, assures a “check and double check” safeguard- 
ing both the bureau and the credit granter. 


Economy—is a “sink or swim” matter in every business to- 
day! Many credit bureaus (not being organized for profit) 
in their efforts to render bureau service at cost to their mem- 
bers, are unwittingly furnishing service at prices that do not 
cover cost of production. 


Hence, it becomes necessary, in order to maintain this low- 
cost service to economize in every way. Simplified, standard- 
ized forms, methods and systems help to cut costs amazingly, 
at the same time making better, quicker service possible. 


Through years of close study of bureau problems, we have 
developed a standardized form for every bureau purpose, 
standardized systems for bureaus of every size—new or old. 
Whatever your problem, write us! 


NATIONAL RETAIL CREDIT ASSOCIATION 


Forms and Systems Department 


1218 OLIVE STREET -O- 


ee 


ST. LOUIS, MISSOURI 
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“Say It With a Credit Report” 


(Continued from page 15.) 
the most distasteful jobs in banking, that of saying “no” 
to a good customer. It is surprising how many times 
those customers who are members of the credit bureau, 
get a report and haven’t the nerve to take it to the bank 
with the paper in question to be discounted. 

This, of course, leads to these same business men draw- 
ing credit reports on their open accounts with the result 
that eventually they extend credit scientifically, mate- 
rially reducing their accounts receivables as well as their 
notes receivables. 

Strange though it may seem to the layman, and per- 
haps to some bankers who have never thought of it from 
this angle, banks have contributed more toward making 
good business men out of poor ones than all the other 
institutions and organizations put together. 

It has been the writer’s privilege to know scores of 
bankers, from the state of Washington to the Atlantic 
Coast, intimately during the past fifteen years and I have 
never yet seen a banker throw overboard an idea that 
would increase his service to his bank’s customers. 

Particularly ‘at this time, when the assets of a bank 
must be kept in as liquid a condition as possible and at 
this time when much undeserved criticism is being di- 
rected toward the banks for being so “tight” with their 
money, must a customer co-operate with the banker in 
order to make this liquidity possible. 

On the other hand, it is far more essential that the 
bank’s customer “watch his step.” 

It is, therefore, the sacred duty of each banker, par- 
ticularly at this time, to help his customers use more 
modern business methods, and one of the best ways to do 
this is to be sure that a credit report accompanies each note 
to be discounted. 

> >» » 


Retailers Keenly Follow Defense of 
Writer in Suit on Wife’s Purchases 


Specialty shop and department store credit managers 
catering to exclusive trades today are watching with keen 
interest the defense put up by Clarence Buddington Kel- 
land, novelist and short-story writer, against payment 
of a bill of $3,313 presented to him by Hattie Carnegie, 
Inc., (gowns,) for purchases made by his wife, Betty 
Carolina Kelland, who says she directed the shop to 
charge her account and not her husband’s for the mer- 
chandise. 

Hattie Carnegie, Inc., brought suit in Supreme Court 
to enforce collection of the bill against Mr. Kelland. 
Mr. Kelland won the first round of the legal battle yes- 
terday when Supreme Court Justice Hatting refused to 
strike out his answer and grant a summary judgment to 
the plaintiff without further action, the court ruling that 
the answer contained triable issues of fact. 


Charged to Husband 
Purchase of the merchandise represented by the bill of 
$3,313, consisting of three gowns, six dresses, six coats 
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and four hats by Mrs. Kelland between Feb. 7, 193 
and Feb. 7, 1932, is not denied. In fact, Mrs. Kellz 
in a supporting affidavit admits the purchases, alleging 
that she told the shop to charge them to her account at@ 
time when she thought she would be able to meet the bill, 

Subsequently, when she did not pay as soon as she 
had believed she could the shop billed her husband. The 
plaintiff says the merchandise was sold to Mrs. Kellang 
but charged to her husband, “a well-known author 
reputed to be wealthy,” and were sold on his credit rather 
than his wife’s. 

Mr. Kelland in his answer said he supplied $7,000 t 
his wife during the period covered by the bill, a sufficient 
amount he thinks for her necessities. His answer wag 
that the articles purchased were not necessities and that 
his income has never been sufficiently high to make the 
purchase of merchandise of the price involved a necessity 
to his wife. 

In his reply, the defendant says: ‘These people ought 
to be discouraged from piling up bills on women who 
do not realize they are getting themselves into deep obli 
gations.” 

Mrs. Kelland has paid only $95 on account, he 
affidavit shows. 

The fact that is creating the greatest interest among 
retail credit men is that Mr. Kelland admits that hig 
fails to deny his legal 


obligation as her husband to meet reasonable bills, bit 


wife purchased the merchandise, 


bases his complete defense on the allegation that his if 
come at no time justified the purchase of such items # 
a cloth coat at $420, dresses at $225 and $250 and per 
fumery at $25 and $50 a bottle and that hence Hattie 
Carnegie, Inc., were not justified in charging such item 
to his wife. j 

If Mr. Kelland wins his case retail credit men ay 
be faced in future with the exceedingly delicate questidm 
of ascertaining just exactly where necessity leaves off ali 
luxury begins and just how much luxury an individu 
author, banker, broker, or plain business man is prepa : 


to supply to his wife—Women’s Wear, Oct. 6, 1932.9 
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THE SECRETARY’S HANDBOOK 
A Manual of Correct Usage by 
SARAH A. TAINTOR and KATE M. MONRO 


Do you always know — 


Whether or not to capitalize a word? How to 
divide a word correctly? When to use a 
comma or a semicolon? How to punctuate a 
sentence? How to write correct letters on all 
the various matters of business; letters of in- 
troduction; social notes, formal and informal? — 
You will find everything about correspondence, 


business or social, in this new book 
Price, $3.50—Order from 


National Retail Credit Associatiai 
1218 Olive St. — St. Louis, Mo. 
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